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Position of Indian Cotton Textile Industry
The cotton textile Industry Is taken to mean the in
dustry in which the varieties of cloth such as coarse, medium,
fine and superfine are manufactured out of short, medium and
long staple cotton (most of the long staple cotton is im
ported from abroad) for domestic as well as foreign con
sumption* No attempt has been made to include the subsi
diary industries which make apparel and other decorations
of design out of this mill and handloom cloth*
The modern Indian cotton textile industry is more than
a century old* It holds the premier position in India's
economy with a value of Income originating of Rs 350-400
erores (about $740-850 million) annually during the period
1948-52* Millions of cotton growers sell their produce to
the mills* About one-third of the yarn is utilized by a
variety of subsidiary industries such as hosiery manufacture,
powerloom, tapes and niwars, cotton banding, cotton belting,
fire hose, tyre cord fabric, fishing net. sewing and other
thread, jute mills, electric motors, insulated wires and mis
cellaneous* Out of 1,447 million pounds of total yarn pro
duced by the mills in 1952, the yarn available for handlooms
2
and other consumers was 474 million pounds*
It is a major industry which contributes on an average
more than Rs 31 crores (about $65 million) annually, by means
of income tax, surtax, excise duty, state and municipal taxes
to the national exchequer at home. Its annual production
accounts in value for nearly a third of the entire industrial
1
production of the country. About 75,000 workers are directly
employed by this industry which further extends direct and
indirect employment to the producers and suppliers of textile
auxiliaries. It also provides sustenance to about 1.5 million
handloom weavers by supplying them all the yarn they require.
It earns on an average Rs 58 crores (about $122 million)
annually of foreign exchange abroad. At present, India is the
second largest exporter of cotton textiles in the world. "In
relation to the world textile industry, the Indian industry
2
ranks second in the volume of cotton consumed..." In producti
vity terms of looms and spindles installed, India ranks the
3
third. It is estimated that the annual average quanity of
1
T. Sxaminathan I.C.S., Textile Commissioner, Government
of India and Chairman, All India Handloom Board, The Hinds
(March 18, 1954), p. 3.
2
King Cotton; Modern India Series II, p. 2.
3
Gandhi, M. P., "Rationalization of Industry", The Hindu
Textile Centenary Supplement (Madras, March 18, 1954}, p. 4.
3
mill cloth for export during 1948-52 was 67 crores (670
million) yards*
At first, the cotton textile Industry devoted its
attention to spinning rather than weaving* It has a success
ful and prosperous trade with China. Between 1395*1905, her
trade declined owing to the multiplicity of mills In China
and Japan* Eventually the Industry in the beginning of this
century switched over to the weaving side. This transforma
tion took place due to the growth of competition, both in
side and outside the country. The cotton mill industry has
been a profitable concern from the beginning and more so in
the close of the last century* In order to meet the Increased
demand of both yarn and cloth within the country and the grow
ing trade with China and other Eastern countries, the Indus
try was called upon to change the economy of the existent
pattern of horizontal single process unit, particularly as
regards spinning to vertical integration, a unit of spinning,
weaving and in many cases even finishing In one and the same
mill.
A sum of Rs 100 crores (about $215 million) was invested
as fixed capital for the industry as a whole in the years
1946-47 to 1951-52* Although the British influence was pre-
1
Report of the Textile Enquiry Committee (September.
1954), p. 5, *
2
S. D. Mehta, "The Indian Cotton Textile Industry: An
Economic Analysis1* (Unpublished thesis submitted for the
Ph. D degree, University of Bombay), p. 389.
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sent, the industry owes Its inception to Indian enterprise
and resourcefulness. Except for a section of it in the South,
it is predominantly owned by Indians. The main countries of
the cotton mill industry are Bombay, Ahmedabad, Cownpore, In-
dore, Sholapur, Madwra, Nagpur and Counbatore. It is not
localized or concentrated at one place.
Although cotton is Important in present day life, India
has been a land of cotton and her people have grown, woven
and worn cotton from time immemorial. India paved the way to
the importance and significance of the use of cotton for
clothing. Before the Christian era, historians believed that
India had a prosperous trade with other civilized countries
such as Greece and Egypt. The reputation of cotton skilled
weavers and their cotton Industries, at a later period, pro-
2
claimed their dexterity far and wide. The well reputed Decca
muslins of Bengal are said to be woven out of yarn of 400
3
counts* and above.
In the first half of the 17th century, England imported
cotton piece goods, indigo, sugar, carpets, ©to. from India
and in return the East India Company (formed in 1600 In London,
1
There Is an evidence, about 3000 B.C. that India was not
unknown to the use of cotton. Excavations at Mohenjo-Daro
(which represents the India valley civilization of 5000 years
ago) reveal the existence of cotton growing and weaving.
2
King Cottont Modern India Series II. p. 8.
3
A count is defined as the number of yarn (or threads)
per inch*
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its renewal Royal charter gave a monoply trade power over Asia)
brought to India broadcloth, industrial metals and gold. The
British who came as traders in the first decade of the 17th
century had to fight with other European powers, such as Dutch,
Portuguese and French who were already trading with India to
establish its supremacy* "In some areas, the East India Com*
pany ruled directly through its officials* Elsewhere it stood
close behind the thrones of Hindu Maharajars and Moslem Na«
wabs****"
While India was ruled in the 18th century, Britain wit
nessed a new era popularly known as the Industrial Revolution.
Many scientific inventions and technological improvements came
to the forefront* Hargreave's spinning jenny, Kay's flying
shuttle, Crompton's mule, Ark Wright's waterframe and other
innovations were partly responsible for replacing the ancient
methods of manufacturing cotton textiles* Britain enhanced
its importance, with her scientific devices, and consequently
India lost her ground and became the importer of British cloth*
Britain, with her political power and strategy, exported the
manufactured cloth to India and created an assured market for
her manufactured goods* Dr. R. K. Merkerjee maintains that
"the political subordination of India not only led to the
strangulation of India's European trade but at home she was
left completely at the mercy of England, who forced upon her
cotton piece goods without the payment of any duty*1* Thus
India lost much of her foreign markets for piece goods in
6
Africa, Asia and the Indian Archipelogo.
Early British Influence
Between 1817-1854, attempts were made to set up cotton
mills In India at Calcutta and Pondicherry, and they had an
abortive end. It Is commonly believed that the cotton mill
industry was exclusively owned by Indians. But the facts
are otherwise. As early as 1817 the first cotton mills was
set up by an Englishman, but it ended in failure. Later in
1830, the Fort Gloster Mills in Bengal was established under
2
European management. Killick Nixon and Company of 1870, the
Saseoona of 1888 and Bradbury and Brady of 1890 were some of
the examples of British management which dominated the Indus*
try in Bombay. The Harveys of Madura Mills and the Staneses
of Colmbakore Spinning and Weaving Mills are some of the
3
examples of the South*
This British management and ownership gave rise to Lan
castrian type of equipment such as multi-storied buildings,
British machinery, etc. Further, the cultural and language
barrier that set apart the indigenous workers from the Euro
pean management gave rise to a new type of personnel known as
jobber. The jobbers are intermediate agents who played the
1






role of controlling and communicating with the employees*
In a word, the British influence moulded the Indian
cotton mill Industry to a great extent by her own Lancas
trian pattern of equipment and management* Britain being
the leader in the establishment of a cotton textile indus
try in the world, India was no doubt benefited indirectly
through her influence. The equipment and Installation of
the Indian cotton industry were patterned after the Lan
cashire style. The machineries were made in Britain and
the spare parts were imported from Britain* The Indian
technicians and management were mostly trained in Britain*
Modern Textile Industry
The first modern cotton textile mill in India was set
up in 1818 in Howrah district in Bengal* Later in 1854, the
Bombay Spinning Mills at Tardeo in Bombay was established by
the Pars! pioneer merchant Cowasjee Nanbhoy Davar. By 1860
two more mills were added* The American Civil War gave im
petus to textile industry* During the war, India was pre
sented with an opportunity to export raw cotton worth more
than Rs 360 lakhs (#56 million) a year to fill the gap caused
by the stoppage of American exports* As a consequence, gold
1
It was partially owned by Englishmen and the technique
and personnel were Lancashire in character* In the same year
one enterprising Englishman, James Landon, set up a cotton
industry at Broach near Bombay*
8
and silver poured into India and a part of these funds found
its way into the cotton mill industry. By 1865 there were
ten mills with 350,000 spindles, 3,400 looms. By 1875, the
number rose to 27 with 750,000 spindles and 8,000 looms. Be
tween 1880 and 1947 before partition, the number of cotton
mills Increased from 56 to 423 (seven-fold), of spindles from
1,461,590 to 10,353,973 (seven-fold) and of looms from 13,507
to 202,662 (fifteen-fold), "By January 1, 1954, there were
400 cotton textile mills in the country consisting of 114
purely spinning mills and 286 composite mills (doing spinning
and weaving and in many cases, also finishing)* The installed
spindleage was 11*619 million, of which 0*185 million were
permanently idle* The actual spindleage available was, there
fore, 11*43 million* Of these 9*506 million were installed in
composite mills and 1.928 million in spinning mills* The in
stalled loomage in the country on that date was 201,718, of
2
which 197,000 looms were active*H
It is believed that spindles and looms determine the size
of the industry*s productivity* Over 60 per cent of them are
concentrated in Bombay state and the rest of them are distri
buted in other centres such Madras, Madhya Pradesh, Uttar
1
Tulsi Ram Sharme, Location of Industries in India,
(Hind Kitabs, Ltd., 1948), p. 16.
2




Pradesh and Madhya Bharat.
Spindle is "the long, thin rod used for twisting and hold
ing up the spun thread when spinning on a wheel or machine11 •
More than 95 per eent of the spindles installed in 1950 were
comprised of ring spindles. The other 5 per cent are mule
spindles, waste spindles and chapon spindles in the descending
2
order of importance*
A loom Is a machine for weaving cloth which is operated
by hand or by machine. The patter of loom distribution in
1950 is as follows: Plain looms 70 per eent, Jaequard looms
less than 1 per cent, Dobby looms 27 per cent. Automatic looms
4 per cent. The most prominent among them is the automatic
loom* It produces more cloth with less strain to the worker
and this affords him relief. Another distinctive feature of
the automatic loom is that it insures better quality cloth.
The leading textile industries of the advanced countries have
all switched over to automatic looms* The role of this loom
of the present day economy of India is rather limited and this
will be brought out in the next chapter*
Natural cotton can be replaced by man-made fibers* But
the physical properties of cotton fibers still outstrip many
1
Millownera* Association, Clothing India's Millions,
(Bombay. 1953)*
2
S. D. Mehta, "The Indian Cotton Textile Industry",
p. 16*
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of its substitutes. "Cotton fibers have a natural twist which
provides excellent spinning qualities resulting in strong yarns.
An extremely durable fiber with good stability against stretch
ing, it is highly resistant to degradation by heat and has
good "bulking" and insulating qualities. High, wet strength,
together with absorbency which causes the fiber to swell when
wet, results in excellent fabric performance under moist con
ditions* Cotton fabrics lend themselves to finishing processes
providing water repellency, dimentional stability, resistance
to mildew and flame, improved electrical qualities and other
special requirements •" Research, technological improvements
and advertisements will exert a tremendous influence in the
overall habits, styles and fashions of the people as that of
the United States; however, it is too premature to foresee
such a violent change in India in the near future. Climatic
conditions, regular pattern of customs and habits and other
economic reasons may retain their hold in the preference of
cotton to other synthetic fibers* A separate section under
the caption of "Cotton in Relation to Other Synthetic Fibers"
has been developed in the succeeding chapter.
The Position of Cotton Textile Industry During World War I
And II
The growth and progress of the cotton textile industry was
rather slow and steady prior to World War I. For instance,
"the 3.5 per cent countervailing excise on Indian cloth and the
famine of 1900 which caused a great scarcity of cotton had hin-
11
dered the steady progress of the Industry* But the Swadeshi
Movement and the cutting off of the foreign markets for yarn
contributed to the expansion of the weaving side of the in
dustry*w However, the industry remained dormant until the
outbreak of the war owing to the decline of the Chinese de
mand for Indian yarn and the fluctuations in silver exchange.
When World War I broke out* the activity of the industry
was accelerated but the progress was slackened due to the un
availability of the foreign machinery as the Allies were busi
ly engaged in the preparation of war equipment. Neither the
number of mills nor spindles increased appreciably save an in
crease of 25 per cent of loom during this period. The re
duction of import of foreign cloth gave impetus to an indi
genous industry to meet the demand of internal consumption.
This in turn reduced the export trade of yarn to foreign
countries. The boom period continued until 1922. The con
tinuous, enormous profits, even after the cessation of the
hostilities, allowed management to place orders for new machi
nery. These efforts were shortlived. The depression set in
in 1928 and the depreciation of the rupee (Indian unit of
account) made them unable to take the delivery of them. Adding
2
to it, the "Khadi Movement" affected the mill cloth. Japan
1
Swadeshi Movement was rather synonymous to Khadi Move*
merit whereby they advocated hand spun cloth and denounced
foreign cloth. During the twenties and after, the Indian
mill cloth was held to be no better than foreign cloth be




became a serious rival in the piece goods trade in India*
India not only lost some of her assured foreign markets,
such as the Near East and African markets, to Japan but, also,
she allowed Japan to invade her own markets* The imports of
cloth from Japan in 1922-25 rose from 108 million yards to
652 million yards in 1929-30* Consequently, the cotton mill
industries in India and Bombay mill industries in particular
sustained a heavy loss after 1924* This led to an agitation
for the removal of the cotton domestic excise duty of 1896
and demand for the protection of the industry* The govern-
ment abolished the excise duty in the beginning of the fis
cal year 1926-27. The number of mills rose from 162 to 196
and the spindles and looms from 3,820,536 and 60,781 to
4,715,436 and 77,859 in 1920-21 to 1924-25* The second factor,
namely, protection to the industry against unfair competition
from foreign countries, particularly Japan, was claimed* The
Tariff Board in 1926 inquired into the textile industry's
claim for protection and recommended in favor of the industry*
The government granted protection to yarn produced in India,
but not in piece goods in 1927*
By 1930, an import duty was levied on cloth* In the next
year, the import duties oh cloth and yarn were raised to 25
per cent on British goods and 31|- per cent on other goods* In
1952, the duty of the British goods was raised to 50 per cent
by the recommendation of the Tariff Board, and no provisions
to arrest, to dumping of the Japanese goods in India were
13
made. The Indo-Japanese Trade Convention of 1904 was re
pudiated and the duty was raised to 75 per cent of the
Japanese goods. As a consequence, Japan showed her dis
approval by reducing purchases. Eventually a compromise
was reached and the duty was reduced to 50 per cent. The
contributing factor of the visible progress of the cotton
textile industry after 1930 was the protection granted to
the Industry. The number of mills rose from 339 in 1931
to 365 in 1935, the number of spindles, looms and workers
were increased from 9,311,953,182,42® and 395,000 to
9,685,775,198,267 and 414,000 respectively in the same
period. Thus the protection gave a fillip to the industry
as a whole.
Second World War
The Second World War gave an unprecendented fillip to
cloth production in India. The reasons are clear and obvious.
During the war, the imports of foreign cloth was not only cut
off, but India was called upon to supply foreign countries
which had formerly imported their requirements from the bel
ligerent countries. The Indian cotton textile industry was
1
iJj^i!^™ *£!!"!?* waa Inad9 wlth Britain in 1939.
*—
presented with two-fold advantage of meeting her domestic de
mands on one hand and penetrating into the foreign markets on
the other. Her potential competitor, Japan, alao entered the
war which made India's position much stronger. These factors
gave a stimulus to the industry. The production of cloth and
yarn were increased in spite of the old and inadequate machinery.
The mills and looms were not increased in proportion to their
production and the figures stand 10,238,131 mills, 202,388
looms in 1945 compared to 10,059,370 mills, 202,464 looms in
1939.
Although the industry paid higher costs and was subject
to heavy tax burdens, it undoubtedly profited enormously from
the high level of prices and increased activity. The chain
index of profits rose from 100 in 1928 to 760 in 1942, During
1939-45, the percentage increase of cotton consumed and the
percentage increase of employment were 33.5 and 15.5 respective
ly. This transformation was mainly due to the Introduction of
the double shift system in the cotton textile industry. In
spite of the controls imposed on the price of cloth, its pro
duction and distribution, the consumer*s position was all the
more miserable. It was rather hard to obtain cloth at con
trolled prices for the consumers. In spite of the government's
1




stringent measures, black marketing and accumulation of
stocks prevailed on the retail level. It Is indeed "a para
doxical situation where a record output from cotton mills
has synchronized with unprecedented scarcity of cloth In the
1
country"• The sole factor was the gulf between production
and demand. In 1946, the output of cloth fell by nearly
1,000 million yards as producers were unable to dispose of
their accumulated stocks at remunerative prices*
Owing to diminished production and mounting prices during
the initial stages of the war, a Cotton Textile Advisory Panel
was set up in 1942 which represented a cross section of the
various Interests of the industry to negotiate with the govern
ment on the behalf of the Industry as a whole. The supply de
partment set up an agent, the Cotton Textile Directorate, at
Bombay on their behalf. In consultation with the bodies, prices
were determined and orders were distributed to individual mills.
The panel endeavored to see that the government's requirements
of textile materials were met and in turn the Directorate recipro
cated every possible assistance to the industry in obtaining raw
materials, stores, dyes, chemicals, coal and technical assistance.
During the first fifty-two months of the First World War,
India supplied 42 million tailored items to the armed forces of
the common wealth and its allies as against 298 million in the
1
King Cottons Modern India Series II, p. 15.
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first fifty-two months of the Second World War. This is more
than a seven-fold expansion* During the fifth year of the
war the factories converted some 215 million yards of textiles,
5 million buttons into 80 million tailored items of clothing.
However, there was one striking change that World War II
brought this industry. The economy switched from the position
of importing cloth, as in 1939, to a position of exporting to
foreign countries. This was a distinctive feature of India's
economy* It looked as though the war emergency might be India1!
opportunity and she mobilized all her efforts and mettle to
execute the orders. Many accessories such bobbins, shuttles,
pickers and leather beltings were added. New lines of pro
duction such as mosquito nets, camouflage nets, cellular,
waterproof khaki, cotton and hessian parachutes were made. A
new mixture of cotton and jute was introduced and put into the
market. New formulae were formulated, latest techniques
. . - . . 2
developed and novel apparatus evolved.
To a large extent, the incentive and drive of the Indian
cotton textile enterprisers are laudable, but it is regretted
that they never accomplished the desired end. The Industry,
1
King Cottons Modern India Series II, p. IS.
2
Ibid., p. 16. "A new apparatus, useful for measuring
the diameter of fine wire, hair, wood fibers, artificial silk
filament and cotton line.11
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in spite of the tremendous impact of the foreign demand and
the fabulous profits (in 1944, the profit was estimated at
12 orores of rupees, about $25 million), scarcely stimulated
other basic industries or much less has been able to stand
on its own legs without governmental protection. After the
wars, the industry was beset with many of its old problems.
Many positive factors produce this unhappy state of affairs.
If the experience of other modern countries is any guide,
rationalization and rehabilitation will ease much of its
economic disabilities, such as low production, high prices,
less employment, low efficiency and productivity. A separate
section has been devoted in Chapter 2*
The Economy of Cotton Textile Industry After Partition
The partition of India In 1947 resulted in an unbalanced
economy of raw cotton on one side (Pakistan) and the mills to
produce textile on the other (Indian Union). Undivided India
had enjoyed self sufficiency in cotton save for small quanti
ties of long staple variety, but now she was deprived of her
raw material after partition. India, prior to partition, ex
ported over 2^ million bales of cotton and now she has had to
import on an average of one million bales of foreign cotton
at a heavy cost, nnot only to make good the short fall in
domestic production, but also to enable the industry to manu
facture finer varieties of yarn and cloth"• She has also in
volved a loss of home market for nearly 800 to 900 million
18
yards annually* The production of cloth and yarn has drop
ped to 3,614 million yards, 1,158 million pounds in 1950
against 3,745 million yards, 1,318 million pounds in 1947.
It is Indeed an hercullan task to counter attack the effects
of partition. It can be visualized with much prudence and
vigilence, the economy of scarcity of cotton may be trans
formed to an economy of abundance* The transformation is
not as easy as it appears to be* However, efforts are being
made to increase the acreage production of cotton* The Agri
cultural Section of the First Five Year Plan advocates the
production of 4.229 million bales of cotton in 1955-56* The
Indian Cotton Committee has also urged similar plans* It
is not only prudence and vigilenoe of the government and the
enterprisers that is essential, but also the nature (monsoon)
should be favourable to attain this end, for in India, "to
day about 93 per cent of the cotton is rain grown; only 7
2
per cent is produced under some form of irrigation*w It is
hoped that the completion of the great river valley pro
jects will make available better irrigation facilities to
many of the cotton growing areas in India*
1
Building A Sound Economy (Government of India, 1951),
Pamphlet No. 8, p. 14*
2
Read P* Dunn, Jr*, Cotton in Pakistan and Indian Union
(National Cotton Council), p. 85*
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As things stand, the cotton textile industry has over*
come some of its major infirmities and it can continue its
business and face its future with confidence if proper pre
cautions are taken. To sum up, the Indian cotton textile
mill industry has been a profitable concern from the begin
ning. The industry was affected considerably, both by politi
cal subjection and foreign competition. However, in the
former extended the technological and managerial ability to
the industry and thus gave it a good start. Adding to this,
two interwar periods accelerated the progress and growth of
the industry. There are certain disabilities which arrest
the progress of the industry at present. Fortunately, both
the Industrailsts and the government have recognized the
same. They assent to the facts, but dissent from the in
ference. Since industry is the major one in India, it is,
therefore, prudent that the Industralists should take a
rationalistic approach with governmental assistance if neces
sary, and see that the disabilities of the industry are mini
mised at the earliest possible time.
CHAPTER II
STRUCTURE AND ORGANIZATION OP COTTON TEXTILE INDUSTRY
The cotton textile industry comprises mainly three com
peting sectors, namely, the handloom, the powerloom and the
composite mill industry. The mill industry produces yarn as
well as cloth out of the raw cotton. It manufactures differ
ent varieties of cloth such as superfine, fine, medium,
coarse, etc. The handloom and the powerloom industries are
entirely dependent upon the yarn which the mill produces.
Originally, the yarn was produced by the handloom weavers
by hand spinning. This process being tedious and non
economical, the weavers have given it up. At present, both
the handloom and the powerloom weavers produce cloth out of
mill spun yarn. The chief reason for the conflict of
interests between these industries is that "fabrics which
may be manufactured by the three sectors cannot always be
differentiated and that the markets for the products of all
three sectors are competitive for reasons of price, except
1
to a very small extent in the matter of expensive Specialities.
The clash of Interests between the handloom industry
and relatively modern mill industry Is significant in the
present day cotton textile industry. The former played a
leading role historically in the country1s economy*
1
Report of the Textile Enquiry Committee, p. 28*
20
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For ages, the textile manufactures from India have been of
very good quality and high order. The Decca muslins of Ben
gal, the patalas of Baroda, the fabrics of Assam, Manipur,
Ovissa and South India were well known in the overseas coun
tries* "Indian cloth was known to, and used by, the Egyptians,
Babylonians, Persians, Greeks* Romans and other civilized
peoples of antiquity. At the beginning of the Christian Era,
Graeco-Roman traders carried on a brisk commerce in choice
Indian muslins and chintzes.
In the middle ages, the Arabs similarly carried Indian
cloths to the ends of the earth. The peoples of Japan*
China and Indo-China also used to wear them from early days."
The East India Company collected these samples of fabrics
from various parts of India and preserved them In the govern
ment museum in Nagpur for the benefit of textile producers
in England. All these materials were manufactured on hand-
looms. The tradition of handloom weavers has been one of
long and distinguished service to the economy of the country.
Its present day contribution, according to the Textile I&a-
quiry Committee Report estimate, Is 1,400 million yards of
2
cloth annually. This represents about 31 percent of the
P. J. Thomas, Mercantilism and the Bast India Trade
(London, 1926), p. 3lH
2
Report of the Textile Enquiry Committee, p. 15.
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total output. The target of production under the First Five
Year Plan (1951-56) is envisaged 1,700 million yards. Tak
ing into account the various factors, such as the net annual
Increase of the population and potential standard of living
of the people in 1955-56, the planners might have arrived at
the above target. The Plan has pointed out that the planners
have fixed this target as a result of prolonged discussions
1
with state governments.
The handloom industry which was originally a cottage
craft came into prominence particularly during the last war,
and its mighty contribution, in times of the cloth scarcity,
cannot be minimized* The cottage craft has been developed
by a social structure whereby the handloom weaving is pursued
by a particular caste. It is the second important enterprise
in India. It is primarily a village industry which provided
employment for approximately 10 percent of the total employed
population. The important cottage industries are cotton and
silk textiles, raw sugar, pottery, metal work and a variety
of other basic simple consumer goods. Of late, the growth
of cottage industries has been stunted due to the internal
factory competition and foreign imported goods. Nevertheless,
the governsent has taken steps to preserve this institution
by extending them protection. The Textile Enquiry Committee,
after going into the question of the handloom industry in
1
The First Five Year Plan, p. 209•
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detail, came to "an irresistahle conclusion11* They maintain,
"that the handloom industry haa to be made technically more
efficient by converting the handloom either Into a semi
automatic loom and/or into a powerloom, as power becomes
available more generally in the areas where the handloom Indus-
1
try is widely prevalent". At present, the handloom industry
may have outlived Its utility. It has been eclipsed by the
modern medium-sized powerloom and mill industries. In this
connection, a little discussion of the structure of handloom
and powerloom Industries may not be out of place.
Handloom Versus Powerloom
The organization of the handloom Industry is not uniform
in character. There are supposedly independent weavers who
purchase yarn, produce fabrics and sell them in the market.
There are certain weavers who work on a commission basis.
They take yarn from a master weaver and work for him and
thereby get a fixed piece rate wage. Some times they work with
a particular master weaver on a long run contract and receive
wages according to the nature of the material fabricated. On
such occasions, they get their wages in advance of the work
they execute. The next most important type of organization
is the Cooperative Society. This organization differs from
place to place. For example, the Madras Handloom Weavers'
Cooperative Societies purchase and supply the yarn
1
Report of the Textile Enquiry Committee, p. 28.
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to their members, and partly market the fabrics they pro
duce. The other type of handloom Weavers* Cooperative
Societies supplies the yarn to their members and to others.
They never undertake the marketing aspect. During the war
and particularly In the times of yarn control 1943-48, the
Cooperative Societies which concentrated on yarn supplying
cum marketing, made some profit and thereby saved some re
serves. The yarn supplying Cooperative Societies made only
limited profits and consequently some of them incurred a
heavy loss during 1952-53 when the yarn prices fell steeply.
The Madras Handloom Weavers' Cooperative organization has also
lost approximately 25 lacsrupeer (about $526 thousand) out of
48 lacsrupeer reserve (about #800 thousand). It is interest
ing to note the cooperative organization set up a cooperative
spinning plant at Guntakal (Andhra State).
Throughout the history of the handloom industry, it has
lacked finance to be established on a sound basis* The
middlemen who have financed these primary producers have
frequently exploited them. The middlemen are the intermediate
people between the handloom weavers and the producers of yarn.
They buy yarn from the mill industry and sell it to the hand
loom weavers for exhorbitant prices. "Their existence leads
to a pyramiding of prices, and In addition, these middlemen
have exploited the poverty, helplessness, and Ignorance of
hand weavers, In regard to the quality, quantity and price
25
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of yarn." The role of the master weavers Is rather signi
ficant in the economy of the handloom industry* The rise of
the master weaver can be traced back as early as 1880 and
thereabouts. They lent great elasticity to the marketing
feature of the handloom industry. The institution of the
master weaver, being undeveloped, unorganized and private by
nature, has been exposed to certain abuses. The master weavers
acted according to their own benefit rather than the benefit
of the handloom weavers as such. The indifferent nature of the
master weavers brought about unemployment among the weavers
during depression. The structure and the organization of the
handloom industry, by and large, have not changed much today
from what it was before the war. During the war, the master
weavers were eliminated temporarily in many cases and state
cooperative organizations stepped into the gap created by the
former* The All India Handloom Board began assisting the
cooperative organizations of the states since 1953 and now
the handloom weavers' cooperative societies have been spread
ing all over the country*
The powerloom industry utilizes looms operated by electric
power. The equipment of the former mainly consists of a
weaving unit as distinct from the composite mill industry
1
S. D. Mehta, "The Indian Cotton Textile Industry: An
Economic Analysis" (Unpublished Ph.D's thesis, Department of
Economics an3 Sociology, University of Bombay, 1952), p. 173.
26
which consists of spinning cum weaving establishments. It
can be imagined that the powerloom industry might have come
into being from the initiative of a few enterprising relative
ly rich weavers. There are instances where a weaver owning
two or three hendl corns has converted more than one of them
into powerlooms. They might have started this industry, with
weaving section, with the idea of Importing yarn from abroad
and later from mills within the country. The industry which
has only a weaving section is commonly described as the hori
zontal pattern of organization. It might have occurred to them
later, that the yarn imported from the foreign countries would
be less economical than the yarn produced at home. Naturally
tfcis tendency might have led them to switch over to weaving
cum spinning aspect of the industry. This pattern of organi
zation having both spinning and weaving sections of the
Industry is generally known as vertical Integration.
The powerloom industry may be broadly classified into
small scale and large scale industries. The former is other
wise known or cottage powerlooms or domestic powerlooms and the
latter as medium sized powerloom industries. The cottage
powerloom industries have a structure similar to the handloom
industry. We have an independent, commission agency and
cooperative society of powerloora weavers as that of the hand-
loom. There are even a few joint stock companies. Apart
from the weaving aspect, which is operated by power, the other
function of the industry, such as sizing, warping and winding,
27
are all done by the weavers* family or hired workers as that
of the handloom Industry. Ishalkaranji, Malegaon, Bhiwandi,
Surat and Combay of the Bombay State and Burhanpur and
Jarbbulpore of the Madhya Predesh State are the examples of
the concentration of the powerloom industry*
The medium sized powerloom Industry (units having be
tween 6 and 20 looms) is the better organized form of cottage
powerloom industry. They often come under the provisions of
the Factory Act and some cases are subject to a statuary
minimum wage. The example for the latter is the powerloom
industry at Xchalkarnji in the Bombay State.
The government of India has granted to the cottage power
loom industry similar concessions and reservations of certain
varieties of production of cloth as that the handloom industry*
The medium sized powerloom Industries are not treated on the
same footing as that of the handloom industry, but they have
extended certain reservations of producing cloth which are
prohibited by the mill industry. In addition to It, unlike
mill industry, the powerloom industries are exempted from
domestic excise duty on thdr products and free from price
and distribution control* "But the exemption from price and
distribution control was due to the fact that during the control
period, yarn could be provided to the industry for only a very
1
In 1911. factories Act was passed restricting the hours
of work in textile factories to 12. In 1922 It was amended
ana the working hours were reduced to a maximum of 11 hours per
day. *
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small proportion of its capacity and the costs of production
of this sector were, therefore, indeterminate while being
considerably higher than those of the organized composite
mill industry* The exemption from excise duty was due to the
fact that, like the handloom and the small powerloom industry,
the larger units also had to purchase yarn from the mill in*
dustry with one or two intermediate margins of distribution and
also because of the cost of the preparatory processes in many
cases"•
There is a conflict of interests between the cottage
handloom cum domestic powerloom industries and the medium
sized powerloom industry* The grievance of the latter is
that the government has not extended all the concessions
granted to the handloom cum domestic powerloom industries*
Being the Improved form of the handloom cum domestic power
loom industry, naturally the medium sized powerloom industry
expects that it must be treated as that of the former* They
have been constantly demanding the exemption from the factory
laws such as working hours, rest periods etc. and as regards
a statutory minimum wage, contributions to Provident Fund,
etc* It is but unfortunate that this medium sized powerloom
industry is deprived of the benefits of the composite mill
industry and equally deprived of the privileges of the hand-
loom industry*
1
Report of the Textile Enquiry Committee, p. 9*
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In this connection, it appears to us that the domestic
powerloom industry enjoys more privilege than any of the
component industries of the same. The domestic powerloom
weaver earns a better wage by producing per unit of time about
four times as much as the handloom weaver and at the same time
he has been granted all the palliatives of the handloom
weaver and exempted from the provisions of the Factory Act.
It is hoped that the government of India will consider the
pressing issue arri see that the medium sized powerloom in
dustry which forms about one-eighth of the handloom industry
should not be crushed between the handloom and the organized
mill industry*
Experts are divided among themselves on whether the hand
loom industry should be retained at the expense of the mill
industry or altered drastically so as to fit into the modern
frame work of the economy* Much light has been thrown on the
diseconomy of this Industry and yet some hold it has a better
and prospective future without the expense of the mill-in
dustry, provided the former transforms the pattern of outlook
towards specialization and can flourish side by side with the
Dr. Subborayon, in his presidential address to the All
India Handloom Weavers' conference at the Kala Mantap, Satya
Nagar (Jan. 20, 1955) maintained that if the handlooms were
gradually converted into power looms, he feared that about one
hundred thousand of such powerlooms would be sufficient to dis-
place 1*2 million of handlooms which would eventually mean
unemployment* In fact Dr. Subborayon is against such a move.
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latter and be a source of strength to each other* When
all's said and done, both the Union and the State governments
are In favor ©f its existence. By and large, the economy of
the handloom Industry may be a purely ethical and human
problem rather than an economic one* In order to understand
this sentimental feeling of the government In a proper per
spective, a word about the handloom industry in general and
weavers in particular is in order*
The dexterity and skill of the weavers is well known*
The tradition has been preserved by a particular caste which
gave rise to caste guilds, scattered throughout India* The
art and technique have been passed down from father to son*
2
The low capital requirement and the unorganized way of busi
ness succumbed to the pressure of the modern mill industry*
Since the Industry is so dispersed, it Is difficult to
determine the total population of the weavers and their hand-
looms. Much of its statistics is based on crude estimates*
As regards the handlooms in India, the Sample Survey of the
Textile Enquiry Committee shows that there were a total of
2.06£ 0*13 million handlooms at the time of its census in
1
Where Handlooms Can Specialize, M. P. Gandhi Textile
Contenary Supplement tttlndu, March jL8, 1954), p. 8.
2
"With a capital of no more than Rs 50 to Rs 100 (rough
ly #10 to #20) It Is possible for a weaver to set up in the
handloom weaving industry". Report of the Textile Enquire
Committee, p« 11*
31
1953. The committee after eliminating the domestic (non
commercial) looms In Assam and the inactive looms, came to the
conclusion that the active effective commercial handlooras
were 12.4 lac (1,24 million)* The volume of employment pro
vided by the hand loom Industry according to the committee is
about 15 lac (1*5) million) workers. The consequence of the
1*5 million workers with their encumbrances depending upon
1*2 million handlooms can easily be imagined. The committee
assumed that during the period of yarn shortage in 1943, many
of the weavers might have switched over to some other occu
pation. They agree with the Fact-Finding Committee appointed
by the government of India in 1941, that the weaving profession
Is not a part-time rural occupation, but that the weavers
have no other means of livelihood. Their life in general
is described as one of misery and privation. The Industry is
passing through difficult times and it is doubtful whether
It Is possible to provide sustenance to all of the 1.5 million
and more people who depended upon it during the war years
(boom period). The government is not in a position to offer
them new avenues of life, much less the weavers prefer to
leave their traditional calling and seek their position
elsewhere•
The unemployment of the weavers may be termed technological
unemployment• It has been defined as "that displacement of
labor by machinery and Improved methods of production which is
attributable to advances of the arts and sciences or to
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Improvements in the technique of management".
A large amount of weavers have been out of employment
owing to the slump in the commodity markets and Increasing
competition from mill cloth. It is hardly possible to
figure out the exact number of unemployed and underemployed
among the weavers due to inadequate statistics. Much less
we do not know their alternative employments. As it is, the
average existent employed weaver's standard of living is not
a covetable one. Most of the unemployed weavers are reluct
ant to leave their traditional calling and abode. The few
who have migrated to urban areas are not better off. They
might be disillusioned. The city life is by no means pre
sented with a plethora of jobs. There are not many factories
worth the nans which can absorb the exodus of the weavers.
Already there are unemployed in the city*
The scope of the weaver in obtaining an alternative
employment is very much limited. Being trained in one kind
of occupation like that of weaving, he Is naturally unfit
for other occupations like woodcutter, brick layer, carpenter,
etc. In India, each artisan feels that his profession is
superior to others. He not only feels indignltatem to learn
other professions, but also he will be looked down upon by
1
Gordon P. Bloom and Herbert R. Northrup, Economics of
Labor Relations, (Illinois, 1954), p. 351. ~~ "~~
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his community. It Is scarcely possible for a barber to be
come a washerman or vise versa. In other words, the
occupations such as goldsmith, blacksmith, potter etc* are
not Interchangeable or substltuable In India at present. They
are generally known as hereditary occupations. The reasons
for this watertight compartment occupation are tradition and
caste system. Thus the weavers are presented with limited
opportunity to fit In the alternate employment of the social
structure of the Indian economy* It may not be an exaggeration
that most of the weavers remain unemployed throughout the year*
Some of them derive their sustenance partly through charit
able Institutions, temples and sometimes begging for alms*
Some may prolong their life by switching over to the pro
fession like marriage brokers, commission agents for small
business transactions, street vendors, etc. These are
supposed to be independent and honourable professions In India!
One can easily imagine that the margin of profits in these
transactions are small*
♦Technological unemployment may be caused due to the
Introduction of labor saving machinery in the industry. The
Impact of labor saving machinery will bring about some dis
locations in the economy of the country in the beginning and
in the long run, they will offset by new openings of employment
either within the industry or elsewhere. The intensity of
unemployment depends upon the capacity of the labor saving
34
machinery, the rate at which it is introduced, in elasti
city of demand for the product and the extent to which the
skill of the old workers are still useful under the new method
of production. Further, the operators and mechanics of the
industry will be retained. The workers who are replaced by
machines will be laid off. Trial employment in general will
rise. There will be new openings of employment who manu
facture the machinery.
If we assume that the total money expenditure in the
economy of the country remains constant, then the position of
workers who are replaced by the labor saving machinery may be
explained in terms of elasticity concept.
(a) If the demand of the product produced by labor saving
machine, is inelastic, there will be less spending on this
product. It is assumed what is saved here is spent on other
consumer's products. Consequently, there will be more open
ings in other industries, in addition to workers who absorb
in the machinery manufacture concerns. If other industries
require more labor compared to other factors of production,
"their increased demand may compensate or more than compensate
for the lay offs in the innovating industry11. If the sub
sidiary industries require less labor relative to other factors
of production, It is hardly possible to absorb all the replac
ed workers of the innovating industry to the above industries.
Further the few workers who obtain employment in those
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subsidiary Industriea may get less wage rates than the usual
ones.
(b) If the product is elastic, then the consumers will
spend more on that product and less on other products pro
duced by other subsidiary industries* In this case, there
will be more demand for that product and the manufactures
will in turn place their orders to other subsidiary indus
tries to meet their demand* Thereby more employment is
stimulated within the Industry and other subsidiary industries*
The condition at present is that the demand for con
sumption of cloth is inelastic in the direction of price
decrease* Since food, the other basic necessity is so
expensive, the item clothing may be considered luxury. It is
interesting to note, even the middle class people, according
to Delhi family budget data, incline heavily on 'miscellaneous*
which consists of rent, fuel, transport and amusement in
preference to cotton clothing. It is rather hard to ferret
out the economic reasons behind this attitude. Extra amount
of clothing for an individual is neither necessary nor con
vention in India. "It would appear that the middle classes
in North India, at least, are prepared at a push to go without
additional clothing but insist upon their amusements•" Is
* This section is based on Economic Analysis and Public
Policy, Bownan and Bace, Prentice-Hall, Inc. (Hew York, 1949),
p.p. 486-87.
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there any close substitute of cotton clothing which takes off
the demand from it at present in India? Japanese and Chinese
silk materials are sometimes cheaper than cotton. There is
no evidence, however, that those foreign materials have taken
off from the sale volume of the relative expensive cotton ones.
Is there a case for complementarity? The dress habit of the
people of India varies from place to place. If a person buys
a pair of "dhoties", there is no hard and fast rule that he
should require a coat. There is no convention or necessity
as such that one dress necessarily accompanies with the other*
Hence the cotton clothing presents Itself a wide gap of substi-
tutability and the case for complementarity is not well
pronounced at present.
The consumption of cotton clothing being Inelastic, if
India were an industrialized country according to the elasti
city concept, the displaced weavers who can be neither absorbed
completely in other subsidiary industries or the weavers who
obtain employment in other industries may get less wage rates
than the usual one. India is predomlnently an agricultural
country and the weaver's scope to obtain an alternate employment
is limited. Leaving the unemployed weavers position aside,
the scope for the employed weavers position is equally circum
scribed.
It has been observed that this industry's sharp trade
practices are not always desirable and the materials they
produce are not of uniform standard quality. There were some
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instances where profits of 50 per cent and more were made on
exports to Ceylon and cases where handloom products marked
6 yards measured only 4.75 yards on arrival at Ceylon and
"dhotles" (men's apparel) marked 2 yards were found to measure
1
only 1.75 yards* The scope of its markets and the capital
equipment are at present circumscribed and the weavers, with no
fault of their own, are always under the mercy of the govern
ment. It is difficult to foresee that they can stand on their
own legs and thrive in the present economic competitive climate,
unless the government offers palliatives and concessions as
they do now, create and/or recreate foreign markets, reorganize
the entire primitive structure of the Industry and facilitate
their attention to a new line of specialization*
The government has made certain provisions to handloom
industries such as an exclusive right of production of coloured
"sarees", (women's dress) fabrics with a check pattern and
restricting the production of "dhotios" by mills. The
khadl and other Handloom Industries Development Act, 1953
imposes an additional excise duty on cloth produced by the
textile industry. A substantial portion of the proceeds from
the levy are utilized for the development of the handloom
industry*
During the war, the handloom industry lost some of its
1
"Foreign Markets for Handloom Goods", The Hindu» March
18, 1954, p XVII. "—*
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markets due to enemy occupation and difficulties of transport.
After the war, the Industry faced the difficulty of exchange
facilities* Indonesia banned the playkkot lunflla (a kind of
dhoties) for lack of foreign exchange. Burma stopped Importing
lungls and began to promote their own handlooma. Ceylon
imposed restrictions such as to Import one handloom towel,
the importer had to purchase five locally made towels etc.
The U. K. entered into competition with Madras handkerchiefs
in South and West Africa. The government is exploring all the
possibilities to ease and expand the market situations for the
handloom cloth in Ceylon, Malaya, Thailand, Indonesia, Pakis
tan, Arabia, Iraq and Egypt. They are proposing to open
emporia at Columbo, Singapore, Rangoon, Bangkok, Chittagong,
Karachi, Aden, and other places. It is interesting to hear
that steps have been already taken to popularize the handloom
products in Malaya, Slam and Indonesia. The emporium is
controlled by the Madras State Handloom Weavers' Cooperative
1
Society Ltd., and has been established at a cost $10,000.
It is tacitly assumed that the cotton textile Industry
has to face competition from another sector of the textile
industry, namely, the rayon industry which came into vogue
in India after the World War I. The utility and economy of
2
rayon as a substitute for natural fiber has been discarded.
1
"Indian Handloom Goods In Malaya", The Hindu Weekly
Review, December 27, 1954, p. 4. """*
2
Isabel Wingate, Textile Fabrics and their Selection
( 1953), p. 155. ""
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The commercial application of rayon has very many and it has
full scope to play its role in other spheres of the industry*
According to 1950 report, about 30 per cent of the world
rayon production was accomplished in countries such as France,
Belgium, Switzerland, Sweden* Spain, Brazil, Canada, Nether
lands, Norway, Turkey, Mexico, Colombia, Argentina, India and
1
U. S. S. R. The production of rayon in India is negligibly
small and she still imports the quality wood pulp from abroad.
Being an infant industry, It depends upon government aid and
protection. In a word, the conflict of Interest between the
cotton textile industry and the rayon industry is not well
pronounced In India at present* However, a word about the
rayon Industry is in order.
Cotton Versus Synthetic Fibers
2
Many synthetic conversion of fibers made out of cellulose,
milk, brine, crude petroleum, oxygen, nitrogen, natural gas,
feathers and other raw materials have been introduced since
the turn of this century. The synthetic fibers supposedly
1
Isabel Wingate, Textile Fabrics and their Selection,
( 1953), p. 151. " ™"~ "" ——
2
Chemical fibers can be classified into three groups,
very synthetic, semi-synthetic and inorganic.
Synthetic fibers: Orion, Dynal, Aerllan, X-51, Nylon,
Dacron, Saran
Semi-Synthetic fibers: Rayon, Acetate, Vicara
Inorganic fibers Glass
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are cheaper, crease-resisting, malleable to mass production,
liable to improvement and better service, lntrumental to
imitation, "easy to carry and easy to care for" and designed
to fit the "sprit of the ago". Rayon is the most popular
among these known fabrics in India.
In 1920, cotton, wool and silk formed 84 per cent, 15
per cent and 1 per cent of world textile production respective
ly. Thirty years later, the cotton had shrunk to 74 per cent,
wool to 11,6 per cent and that of silk to 0.2 per cent and
they yielded to rayon which formed 14 per cent of man's needs.
It should not mislead one into believing that 14 per cent of the
world's needs and negligent percent of India's needs as a
remarkable truimph for rayon. The success can be explained
in one of several factors. During depression and war years,
there was a tremendous pancity of cotton, import-export re
strictions and regulations stimulated consumption of synthetic
fibers. Yet the chemical fibers scarcely seemed to satisfy
the needs of the majority of consumers in India. The novel
and attractive substitution of cotton has scarcely competed
with the old and familar cotton out of market. The three
decades experience of synthetic products in India leads us to
believe that the importance of cotton may not be lessened
1
"India Takes to Rayon", The Hindu Weekly Review, March




It can hardly bo denied that the popularity of synthetic
textiles is gaining momentum and slowly invading the tastes
of the public* India, despite her conservativeness, cannot
stand aloof* The gradual increase of rayon powerlooms from
1,000 in 1931 to 25,000 in 1950 and 75,000 handlooms which pro
duce rayon fabrics out of imported yarn are sufficient proof
2
of its steady success of rayon industry* But is should not
be imagined taking the adverse factors into consideration, that
the present success of rayon industry would be an index to
the future prosperity of the same* How about the government's
policy towards this industry?
Planners have recognized the Importance of this industry*
"Development of the rayon industry in the Five Year Plan has
been actively taken up and the recently started Industrial Cre
dit and Development Corporation is mentioned as being willing
3
to finance a new project"• The policy of the government is
1
Dr. Sir. C. V* Raman, Nobel Laureate in the course of the
greetings through the Textile Association (India) to the cotton
mill industry observes "....More recently also synthetic fibres
have entered the field* But the natural products, cotton, silk
and wool are so admirably suited to the needs of the textile
industry that one need not fear their being driven out alto
gether,..."
2
"India Takes to Rayon", The Hindu Weekly Review, March
18, 1954, p. XII*
3
"Rayon Industry Has Bright Prospects", The Indian Ex
press, January 21, 1955, p. 31*
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also in favor of the industry. "The import and export policy
of the government has also been adjusted with a view to en
couraging the domestic rayon industry. A ban on low grade
imports has been imposed. Protection has been offered by
raising the Import duties for yarn and staple fibre to a level
which should effectively shield the infant industry from unfair
1
competition"•
It is pertinent to observe two important factors of
rayon industry in relation to cotton textile industry.
1. Has the synthetic fibre industry a chance to oust and
outstrip the cotton textile industry?
2. Is India ready to take synthetic fibre in preference
to natural cotton in near future?
As regards the first question, it is believed that the
synthetic fibres can. scarcely compete and thrive all by them
selves at the expense of other textiles. Mr. Michael Day
maintains that "most chemical fibres will not replace wool or
cotton, but will be blended with them to provide textiles
2
with the best qualities of each". We do not know the pre
sent potentialities and the future possibilities of synthetic
fibre Industry. Until then, cotton will retain its hold in
utility and importance.
"Rayon Industry Has Bright Prospects", The Indian Ex-
press, January 21, 1955, p. 31.
2
"Saga of Synthetic Fibres", The Hindu Weekly Review,
March 13, 1954, p. V.
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Let us consider the second question. It is,indeed, too
premature to extrapolate the consumers* preference to syn
thetic fibers as against natural cotton. The conditions in
India are changing so violently ever since Independence, it is
hardly possible for us to project our imagination to the future,
However, as the present things stand, the chances of possi
bility of consumers' choice, as distinguished from industrial
one in synthetic fibres are slender. The uses of rayon today
for Industrial purposes are very many such as conveyor belts,
telephone wire insulation, parachutes, mantles for lamps, etc*
The first rayon factory was established in 1947 in Travancore
under the name the Travancore Rayon Ltd., with Travancore
government cooperation. It came into operation in 1950* The
second rayon factory, the National Rayon Corporation was set
up in Kalyan (Bombay) in 1951. The third one for the pro
duction of acetate yarn has been set up in Hyderabad. The
fourth unit, the Gwalior Rayon Silk Manufacturing Weaving Co.
Ltd. in Madhya Bharat came into being in 1954. The government
wants to encourage this industry by permitting imports of raw
materials such as wood pulp, rayon grade caustic soda and sul
phur from the U. K., Italy, Japan, in 17. S. A. and the
Scandinavian countries.
There are certain handicaps which the rayon industry, for
that matter any synthetic fibre Industry, faces in India today •
At the outset, some of the raw materials which go into the
making of the synthetic textiles are imported from other
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countries. The quality wood pulp. In particular, is still
unobtainable in India. So long as the variable cost Is high,
it is inconceivable to reduce the total cost.
Secondly, the industry being an infant industry, the
utility and economy of synthetic fibres are not well known in
India. Promotional activity may be conceived as one of the
potent methods of pushing and promoting the utility of a pro
duct to the public. Unfortunately, the role and scope of the
advertisements in India is of not much significance. Illiteracy
of the people may be offered as one of the contributing factors
for the dampening effect of the advertisements. At present the
advertisements can be stimulated broadly by the private enter
prisers in three media--Newspapers and magazines, movies and
exhibitions. Broad casting comes under public enterprise,
and the question of sales promotion through radios does not
arise. There are 330 dally newspapers In India and their
2
total circulation Is just over 25 lacs (2.5 million). The
periodicals and magazines are few and relatively expensive
compared to Indian standard of living, and their total cir
culation may not exceed 2 million. The advertisements
1
"Experiments carried out from time to time with Indian
softwoods and grasses like Eta were not successful and con
sequently the Indian rayon industry continues to be dependent
upon imported wood pulp." "Rayon Industry Has Bright Prospects",
The Indian Express, January 21, 1955, p. 31.
2
Press Commission Report on th© state of the press in
India. The commission was appointed on September 23, 1952
and It signed the report only July 14, 1954.
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including movies, wall posters, exhibitions etc* are all con
fined to cities and towns and their influence may not be
considered as one of significance* India is a land of villages
and 70 to 80 per cent of people remain in villages and the
Impact of these advertisements may have little effect on them.
Thirdly, climatic conditions, regular patter of customs
and habits and other economic reasons may retain their hold
in the choice of cotton In preference to synthetic fibers.
In India, as tradition has it, home hand spun cloth lands
more respect than a machine made one* This is one of the
reasons that the weavers and their old cottage industry still
have a place in India.
Fourthly, the warmth or coolness of a fabric depends
upon the heat conductivity of the fiber eontent, nature and
coolness of weave* Spun yarn or rayon mixed with silk or
wool is warm by character and it is not suitable to the tropi
cal country like India for wearing purposes*
Lastly, rayon, being "fine fabrics11, require more care
1
than cotton for washing and laundering. The teeming millions
of India are practically deprived of the irreducible minimum
requirement of ordinary cotton clothing at present and the
suggestions in upkeeplng of the rayon apparal readily stand
against the acceptance of the majority of the people* Even
1
Textile Fabrics and their Selection, Isabel B. Wingate,
Prentice-Hall Inc. She has given a vivid account in launder
ing the synthetic fibres as advised by soap manufactures,
p.p. 156-157*
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If synthetic fibres succeed and penetrate the taste of the
public with government encouragement and aid, the process will
be slow and will take a long time.
To sura up, rayon is the only known and sizeable synthetic
fiber industry at present in India. The competition between
rayon industry and the cotton textile mill industry Is not
very keen at present. However, It is conceivable, due to
technological Improvements, that there may be competition
between the two industries in the future. The progress of
the rayon industry is rather significant for the last few
years. For instance, the price of yard of rayon fabric in
1951, January was 208 per cent of the price of yard of grey
cotton piece goods, 156 per cent of coloured cotton piece
goods and 166 per cent of bleached cotton piece goods. In
January, 1952, the percentages were 123, 95 and 131 respective
ly. Though the prices of rayon fabrics are still prohibitive
compared to cotton fabrics, nevertheless, there is a scope
for rayon industry to cut down its prices. It is in an ex
perimental stage at present in India. If it succeeds in Its
experiment and evolves a process whereby it can manufacture
rayon without foreign component items, then the prices of
rayon will naturally come down. Even then the competition
may be a more serious threat to cotton growers than the man
ufacturers of cotton textiles for the machinery employed by




A study of the market structure of cotton textile
industry comprises not only the conflict of interests be
tween the various competitive industries but also the volume
of production, domestic consumption and sizable exports of
cotton textile* The position and economy of the industry
pivots on mainly these three aspects. The defect of the ona
tends to dislocate the entire economy as a whole*
Volume of Production and Domestic Consumption
The volume of production of cotton and cloth has been re
duced ever since the partition. Efforts have been made to step
up production and signs of progress have been noticed during
s . ■ .«
these years. The indication of outstripping the target of the
First Five Year Plan Is sufficient proof therein. The Plann
ing Commission has laid the target for mill production of
4,700 million yards and that of handloom 1,700 million yards*
Both the former and the latter have increased to 4,906 and
3
1200 million yards respectively during 1953-54.
India retains about 75 per cent of the cotton acreage,
65 per cent of the production and 93 per cent of consumption
1
Archibald M. MeIsaac, MThe Cotton Textile Industry",
The Structure of American Industry, ed. Walter Adams, (New
York, 1954), p. 61*
2
The annual production of cotton increased by 33 per





of undivided India, The cotton acreage which India possesses
is mostly uncultivated. Whereas, most of the lands in Pakis
tan are under irrigation. The production of cotton in the
Indian Union during 1948-49 was estimated about 1.5 to 1.8
million bales of cotton, compared to an average production
before the war (1935-39) of about 4.2 million. The drop of
production was due to bad weather and drought. Schemes have
been introduced to Improve the quality and quantity of the raw
cotton in India. There are three main varities of cotton,
namely, long, medium and short staple. The length of these
varieties varies from country to country. For examply, the
long staples cotton in India is not more than 1 inch long.
Whereas the American type of Sea Island cotton is as long
as 2% inches. The cotton research departments in India are
making efforts to evolve a better quality and length of the
stapled cotton. The agricultural experiments proved success
ful and they evolved a variety of cotton known as "Rajapalyara11.
It Is the best among the known variety of quality cotton in
India and its length varies from 1 inch to 1 l/l6inches.
The quality of cloth (superfine, fine, medium and coarse)
depends upon the length of the stapled cotton and is ex
pressed in terms of "counts". It is generally denoted by "S".
For example, the short stapled cotton is required for
spinning coarse variety of cloth whose count may be of the
order 16 S and less. Whereas the American Sea Island variety
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of cotton gives rise to a superfine variety of material of
over 10OS (100 counts}. The present production of cotton
cloth is 6,600 million yards which is manufactured out of
4,6 million bales of cotton both foreign and domestic. The
Planning Commission has set a goal of 4.2 million bales of
cotton. The Indian Control Cotton Committee, taking In pro
posed Irrigation projects into consideration, has recommended
5*5 million bales of cotton towards the end of the Second
Five Year Plan, In the meantime short and medium staples of
cotton would be developed and about five hundred thousand
bales of cotton may be expected to import foreign cotton from
Egypt, East Africa and the U. S. A. According to the present
scheme, India need not alarm of its lost acreage in Pakistan
and much less she need not depend upon her for the raw
material.
The per capita consumption of cloth in 1927-28 to 1937-38
was between 15 and 16 yards. Prom 1937-38 to 1947-48, It was
between 12 and 14 yards due to unusual requirements for the
Indian Armed Forces and the Allies. In 1948-49, there was
a sudden increment to 17 yards which was "illusory as it
represented only a considerable reduction In offtake in
regard to areas which now comprise Pakistan11. In 1950-51,
it was 9,7 yards on account of low production and heavy ex
ports. Owing to the restriction of exports, the figure shot
up to 14,5 yards in 1952, The cloth production Is Increasing
steadily and the figures for 1952-53 and 1953-54 were 14.98
50
and 14.77 respectively. The latter year decrease is ecplained
Mby the loss of the heavily populated districts of East Bengal
and of Punjab, Baluchistan and NWFP which were heavy consumers
of cloth, the market for cloth in India in terras of total
1
quantity has contracted".
The objective of the First Five Year Plan is to establish
the prewar level of consumption of cloth - 16 yards per hear.
It is tacitly assumed that the volume of cloth produced would
be sold. Unfortunately, it is observed that the mill industry
faces every year an accumulation of unsold cloth. "Internal
offtake, however, failed to keep pace with increasing supplies,
so much so that heavy stocks of cloth accumulated with the
mills. The quantity of cloth dying unsold with the mills in
the beginning of October, 1953, was according to one estimate,
as much as 475,000 bales valued at about Rs 71 crorers
Following such heavy stocks and difficulties in finding
storage space and finance, 14 mills in India gave notice of
closure, involving 8,510 workers. Two of these actually
closed down in October, 1953, resulting in a loss of employ
ment for 1400 workers. These were also reports of forced
2
liquidation of holdings". Therefore the condition prevalent
1
Report of the Textile Enquiry Committee, p. 19.
2
"Record Production of Cotton Textiles", Commerce
Annual Review Number, 195S.
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in India is not one of pancity of textiles but is leek of
purchasing power. The First Five Year Plan succeeded signi
ficantly in the production aspect but failed to stimulate the
consumption side due to high domestic prices*
The population of India including Kashmir, according to
1951 census, was 361 million. The net annual increase is about
4 million. By 1960, the population will be about S97 million
or about 400 million. The committee expects that the demand for
cotton textiles for 400 million at the rate of 18 yards will
be 7,200 million yards by 1960, of course ignoring the unfor-
seen circumstances such as famine and draught. The consumption
of textiles may be taken to mean at the present context items
of apparel only, A pair, of lfdhotiesM and a pair of turban
for men and a pair of sarees and a pair of blouses for women
(not to speak of other necessities such as underwear, shirt,
coat for w&n and bodlee and skirt for women) are hardly ade
quate to last for a year. These items will amount to about
18 yards per head. Hence the question of other consumption
textile items such as bed sheets, pillow cases, window and
door screens, table cloths etc. are of no consequence. They
have rare utility for the majority of the population of
IncBia today.
Demand for Export Markets and Future Prospects
The target for export according to the First Five Year
Plan is 1,000 million yards. The annual export of textiles
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in 1953 was 696.4 million yards. The main justification
for such a large export market is to earn foreign exchange*
If foreign exchange resources are limited, the Plan maintains
the imports of less essential commodities will have to be
restricted and measures taken to promote export to the extent
2
necessary* It created a stir in the British House of
Commons when Mr. Austin Low, Minister of State at the Board of
Trade, expressed that Indian exports of cotton cloth to Britain
had increased from 16 million square yards in 1953 to 133
3
million in 1954. The chief reason for the large export to
Britain was that the Indian goods were allowed free of import
duty and India on the other hand imposed severe restrictions
on British textiles* However, at this rate, it may not be
improbable to reach the target envisaged by the First Five
Year Plan. It must be recalled that Mr. Kasturbhai Lalbhai,
the Indian leader of the delegation pointed out at Buxton
in England in 1952, India's target of the cotton textiles
export a figure of 1,000 million yards. The representatives
1
Government of India, Report of the Textile Enquiry
Committee, (New Delhi, 1954j, p. 23* """"
2
Government of India, The First Five Year Plan, (New
Delhi, 1952), p. 452.
3
"Indian Exports to Britain", The Hlndu__Weekly_ Review,
February 11, 1955.
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of th© cotton textile Industry of the U. S. A., U. K., Japan
and Western Europe who attended the conference, conceded the
target "as being not unreasonable and not beyond the bounds
1
of probability11 • Nevertheless it is scarcely possible to
figure out the future prospects of export market of this indus
try. Two adverse effects are faced by this industry, namely,
foreign competition and the creation of new markets* Since
cotton textile industry being an established one, its techno
logy is fairly simple. Therefore countries who desire to
strengthen their economic development, naturally think of this
industry as one of the foremost industries which they could
develop in either centralized or decentralized form* Pakis
tan, Ceylon, Burma, Indonesia and even Talland are the
examples of the latter type. The underdeveloped countries
bent on self advancement in that direction and India being
one of the largest cotton producers of the world, should
consider this impediment. It must be remembered that the
creation of foreign markets if governed by political and other
similar considerations. So the Indian cotton textile indus
try should not rest too much weight on comparative cost
facilities. "After all, what decides the pattern of exports
in the long run Is not what India desires but what the
1
Covernment of India, Report of the_ Textile Enquiry
Committee, (New Delhi, 1954), p. 21
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foreign buyer will buy, for economic reasons of price etc."
Bearing in mind this Idea, let us evaluate some of the future
possibilities of creating new markets for this industry,
There are at present, four principal textile producing
countries in the world, namely, the TJ. S. A., U. K., Japan and
India* These countries have to share the major part of the
world market. We should not, however, overlook the potenti-
1
alities of the Soviet Russia and her satellite countries.
Nevertheless It Is conceivable, due to unforeseen amicable
international relations In some other future date, the
U. S. S. R., Czechoslovakia.
Mr. E. P. W. Decosta, editor of Eastern Economist, con
siders that the sales volume of the mill industry Is Inelastic
in the direction of price decrease. He views the situation
that the volume of consumption of cloth depends upon the
price of food rather than the price of doth. He maintains
that "the total amount that people spend on cloth has reached
In the present circumstances and for a short period, a fairly
constant figure. That figure Is probably In the region of
1
"Only a few countries are more or less self sufficient
in or more textile raw materials. That is true of the United
States with regard to cotton and to a less extent as regards
to wool, cotton and flax; of Japan as regards silk".
Lewis L. Lorwin, The World Textile Conference, (Hew York,
19S7), p. 19.
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Rs 350 crores (about *700 million). So far as th© mlddl©
classes of India and possibly some portion of industrial
labour are concerned, there is no doubt that the most Impor
tant factor here has been parodoxlcally enough, not the price
of cloth but the price of food".
It is hoped that the effective execution of the present
First Five Year Plan and the potential Second Five Year Plan,
they will give rise to higher income and in turn higher
standard of living. It is also hoped, owing to several favor
able factors such as the completion of irrigation projects
and good monsoons, it will be possible to tide over the food
scarcity. The individual who hitherto paid a considerable
amount of money for food alone, could have some extra money
available for expenditure on clothing if foods were cheaper.
It would not be too much, the Textile Enquiry Committee feels,
to expect 18 yards per head by 1960. It is Interesting to note
that th© per capita consumption of cloth in the U. S. A. Is
64 yards, in Germany 34 yards and Japan and Egypt 21 yards
and 19 yards respectively and Hungary may emerge out as
E. P. W. Decosta, The Hindu Weekly Review, March 18,
1954, p. IV.
2
World consumption of cotton piece goods, per capita,
In 1926 and in some countries In 1929, when the production
of piece goods was at peak level: World - 42 yards, U. S. A.-
64 yards, Canada - 38.8 yards, Sweden - 36 yards, Germany -
34 yards, Malaya - 30 yards, Denmark 0 30 yards, Japan 0 21.4
yards, Egypt - 19.1 yards, Brazil - 18.9 yards, Iraq - 16.9
yards, Greece - 15 yards.
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exporters of cotton textiles. The People's Republic of China
would probably consume a considerable amount of cotton textiles
for sometime from outside. They are rapidly industrializing
the country "In order to secure a larger measure of general
welfare and better living standards"• Japan who Is eager to
take advantage of the short term possibility, rules out that
country as a long term customer for Japanese textiles in a
1
large way.
Countries like Latin America, Africa and S. E. Asia are
potential large consumers of cotton textiles. For obvious
reasons of geo-polltics, the South America would prefer to
import goods from the XI. S. A., U. K. and Europe rather than
2
India. South America being closer to the tf. S. A. and she
has been under European influence for a long time, conse
quently her interests and currencies are closely associated
with them rather than India. Similarly, most of the countries
in the S. E. Asia and parts of Africa have been the European
colonies, naturally their interests have been looked after by
the Europeans. Due to politico-economic reasons, "certain
commonwealth countries in Africa have relaxed their restraint
3
on the Import of goods from Japan"• The penetration of
1






Japanese cotton goods to colonial Africa can be recalled as
early as late twenties. The U, K. has suffered from an un
broken drastic decline of her export of cotton cloth ever
since the World War I. The decline of U.K.'s export of
cotton goods was readily substituted by Japan* Her rise was
spectacular. Between 1931 and 1935, Japanese shipments of
cotton goods to colonial Africa increased three fold. Dur
ing the World War II, Japan being the Axis power, the common
wealth countries stopped the import of goods from Japan.
The Inclusion of Japan's admission to 0 A T T facilitated
her position at present. Nor is this all. There is much
scope for Japanese textile Industry to expand and they have
many resources to put Into operation. Similarly, West
Germany has room to expand her industry. Due to competition,
Britain may also change her pattern of business and switch
2
over to the work of multiple shifts. The U. S. A. Is the
iargest producer of raw cotton in the world. The countries
economically dependent upon the U. S.. A. may have the
possibility of buying American goods. Another consideration
1
Lewis L, Lorwin, op, clt.j p, 26,
2
Multiple Shifts? In an enterprise where a 24 hour is
divided into two or three shifts or working periods, the
practice of interchanging employees in such a way that over
a period of time they will have taken a turn on each of the
two or three shifts instead of being confined to a parti
cular shift.
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is worth noting* The demand for Indian cotton cloth may be
dampened due to the growth of the foreign synthetic fiber
industries such as the U. S. A. and Japan.
In the light of these considerations, Indian cotton
textile Industry export market is not very optimistic. The
industry has to compete with the foreign markets on one side
and to create the same on the other. The members of the
Textile Enquiry Committee are of the opinion that it would
be very difficult to push up the target aimed by the First
Five Year Plan. If the internal markets expand faster than
the external one, the committee feela that if would be
difficult to conceive the export of even 1,000 million yards,
On the contrary if the demand in India drops, it is more
likely, at least partly, taken to mean that other countries
who hitherto Imported cotton may not be in a position to
1
take as much as they would do normally.
Labor and Productivity
Rationalization is the process by which the volume of
production is maximized with reduction in costs through the
introduction of new machinery which already tried and used
in other countries. Rationalization does not mean
technological innovation. The device and the means are al
ready known and the applications are available to every one.
1
Report of the Textile Enquiry Committee, pp. 22-23.
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The modern machineries in question are tte Improvements of
the old ones. A plea for rationalization may be taken to
mean the rehabilitation of the old machinery by the new. In
a word, the process is a substitution but not innovation.
The effects of rationalization upon workers and con
sumers may be explained in one of four possible ways. Let
us assume a new equipment like automatic loom reduces the
cost of the textile mill production by 10 per cent, Let us
also assume that this automatic loom at the fomer level of
output could be displaced 10 per cent of the workers in the
above industry. Now let us consider the bahavior of employ
ment in the following situations.
1. Prices of "clothing" are reduced 10 per cent and
the demand curve has an elasticity of unity.
This means a reduction of 10 per cent in prices of
"clothing" due to rationalization will give rise to a pro
portionate increase in sales by 10 per cent. The impact
of rationalization has caused little effect on the
expenditure aspect of the public. Since the textile mill
manufacturers have Increased their production by 10 per
cent, the position of employment will remain approximately
constant for the replacement effect caused by rationali
zation is offset by increase in production. The mill
manufacturers will cover their costs, although they are
selling a large volume at the same total price because their
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costs have been reduced owing to rationalization*
2. The prices of "clothing11 are reduced 10 per cent,
and the demand curve has an elasticity greater than unity.
In this case, if we reduce the prices of "clothing"
by 10 per cent, the total volume of sales will increase more
than 10 per cent. Expenditures on "clothing" will increse,
which means the percentage increase in total output will be
proportionately greater than the percentage decrease in
prices. Hence there will be more employment openings in the
textile mill industry. The prices of "clothing" being
less, it is ass used, the consumers will spend more on "cloth
ing" and less on other products out of their total Incomes.
However, the Increased demand for the "clothing" will give
the manufacturers an Incentive to place extra orders for
other raw materials which go into making of the "clothing".
This gives a fillip to subsidiary industries which in turn
increase the total employment*
3. Prices of "clothing" are reduced 10 per cent and the
demand curve has an elasticity less than unity.
Here the demand situation is inelastic in the direction
of price decrease* That Is, a reduction of 10 per cent in
prices of "clothing" will give rise to less than a pro
portionate increase in sales by 10 per cent. In this
situation, it Is assumed that the consumers will spend the
same volume of "clothing" as before (prior to rationalization).
Naturally, they will get their required volume of "clothing"
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with less money duo to the reduction of prices. The con
sumers will derive a consumer's surplus. It is also assumed
that the additional money (the disposable income) which they
saved in clothing will he spent on other consumer's products.
Thus the output and employment will Increase in other con
sumer's industries at the expense of the textile mill industry.
It is also assumed that the displaced workers in the textile
mill industry will be absorbed in the above industries.
Since the item of "clothing11 in India at present is inelastic
in the direction of price decrease, it is rather doubtful
that the rationalization will benefit the textile mill indus
try as is explained In the situation three. The considerations
may make the situation unworkable* There are Indications
that the price of food is bound to go down in near future due
to the Great River Valley Projects. If the food situation
improves, there may be Improvement in cloth consumption also.
In the long run, rationalization will be a benefit to the
textile mill industry.
The three assumptions which were referred to are sub
ject to limitations for the consumers' and workers' behavior
are unpredictable.
4. The price of clothing is kept as it is and profits
rise to 10 per cent.
In this situation the workers displaced in the textile
mill industry are deprived of their usual incomes. On the
other hand, the manufacturers' profits will rise to 10 per
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cent due to rationalization. Now two situations present
themselves*
First, if the manufacturers plough back some per cent
of their total profits, then the employment In other indus
tries may remain constant.
Secondly, since the prices of the "clothing11 are not
reduced, there may not be incentive for the consumers to
buy additional "clothing11. The manufacturers will have no
necessity to place orders in other subsidiary industries.
Hence there will be adverse effect on increased output and
employment in those Industries*
These are the four possible situations of rationaliz
ation. The fourth situation is dangerous to the economy of
the textile mill Industry in particular and other consumer
industries in general* It not only renders unemployment
among the workers but also arrests in consumption of "clothing"•
By definition, rationalization should be accompanied with
reduction in prices* Hence the fourth situation should be
avoided. Whereas the other three situations, the Importance
of rationalization upon workers and consumers are self ex
planatory*
Productivity of labor and rationalisation of machinery
are closely associated with modern economy of the major
Industries* The cotton textile industry is no exceptional
to this rule. Rationalization serves the workers and satis
fies the capital at the same time*
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Labor
India has an abundant supply of labor, mostly unorganised
and unskilled. The percentage of workers gainfully employed
in modern industry has been less than one per cent of the
1
total population. The wages of these workers vary from
Industry to industry and area to area. Their earnings range
between $100 and $200 a year for unskilled labor and $200 and
2
#400 a year for skilled and white collar workers. "Part of
these wages are ordinarily paid in the form of free services
and facilitates such as housing* lunches, medical care, and
similar facilities and services. Even after allowing for the
fact that anywhere from one and a half to three times as many
workers may be required to achieve the output of U. S. labor
under the same conditions, real labor cost in India remains
3
much below labor cost In the United States." The Indian
labourer ordinarily works 48 hours per week. Under the
Indian Factories Act, every worker is entitled to get one
day paid leave for every twenty days of labour. Besides they
are granted ordinarily a number of national, local and relig
ious holidays and sick leave. In spite of these holidays,
1
Chandrasekhar, Demographic Disarmament for India,
(Barods, 1952), p. 14.
2
U. S. Department of Commerce, Investment in India
Conditions and Outlook for United States investors,




the Indian worker frequently absents himself without notice.
"In the cotton textile industry over the 24 moths of 1950
and 1951, absenteeism In Ahmedabad generally ranged between
1
6 and 9 per cent and Sholepur between 16 and 22 per cent."
The figure which is indicated was not always Initiated by the
workers. In many Industries, the workers are usually asked
to take unpaid leave when the employer is unable to utilize
temporarily his entire labor force. Unfortunately, the trade
unions In India are not as militant as their counterparts of
Britain and the U. S. A. India being predominantly an agri
cultural country, the lots of the industrial workers, who
fom a very small slice of the total population, have never
been considered an issue of Importance. A good many of the
Industrial workers in India who form about 10 per cent of the
entire population, are village people who come to the cities
in the search of employment when they are faced with agrarian
distress. They usually come to the cities single, unaccom
panied by their family and naturally "maintain strong family
ties in the country and regard the city as a temporary resi
dence". When agricultural conditions improve, a large
segment of these workers, return to their villages and to
1
U. S. Department of Commerce, Investment^ in. India condi
tions and Outlook^ for United States^Investors'," Yfh
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agriculture/ Hence the question of Ma continuous associ
ation of wage earners for the purpose of maintaining or
improving the conditions of their working lives", did not
occur as late 1918, The poverty and illiteracy of the workers
made it difficult to strengthen the trade union movement.
Indian leaders had all along concentrated on the major issue,
namely independence and they side tracked the labour problem
and reserved it for some future date. It does not mean, how
ever, they Ignored the question completely. Those who took
the initiative to form trade unions, were biased and tinged
with political affnations. Thus their movements had an
abortive end. However, since 1918, trade unionism and strikes
have been part of the Indian labor scene. At the outset, the
trade union movement made a headway in railways, post and
telegraphs, but it took a long time to form a union worth the
name among textile workers. Reduction in wages both in
Ahmedabad and Bombay mills had brought about strikes and
consequently there were 24,967,386 work days lost between
1921-25. The climax was reached in 1928. The cotton mills
cf "the bulk of the lmigrant factory workers have
little stake in agriculture and their occasional visits to
their village homes are more for rest and recuperation than
for attending to cultivation11. The 1948 Indian Labour Year-
book.
2
Sidney and Beatrice Webb, The History_of_grade
Unionism, (London, 1911), p. 1.
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In Bombay city were remained closed for nearly six months
and thereby lost more than 2Z\ million working days out of
the total 31% million days lost in the Indian Industry as a
1
whole* The industrial strife was attributed to the organiz
ed ability of the communists* After the general strike, the
popularity of the trade union movement declined owing to in
ternal dissensions among the leaders. However, the growth
of the Ahmedabad Textile Labourers' Association gained
momentum under the able leadership of Mahatma Gandhi. This
union is one of the strongest in the country*
At present, there are four main trade unions of which the
Indian National Trade Union Congress tops the list both In
popularity and membership* According to "the Hindu" March
14, 1954, it is reported that the Indian National Trade
Union Congress has 587 registered trade unions affllited to
it with a total membership of 9,919,258* The Hindu Mazdoor
Sabha has 220 unions with 373,459 members, the All India
Trade Union Congress has 334 unions with 210,914 members and
the United Trade Union Congress has 154 unions with 129,242
members•
Productivity
A study of rationalization would hardly be adequate if
we did not consider the present day labor productivity and
1
King Cotton, op* cit., p. 27,
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its future possibilities. Productivity may be simply ex
pressed at "output per man hour" which is determined by
dividing the quantity of physical units to man hour inputs.
It is observed that increasing productivity is translated into
price declines, Increase in profits and improvements in
1
quality*
It is not possible to determine scientifically the pro-*
duetivity of industrial labor in India, Unfortunately there
is not adequate "trained personnel, reliable industrial
labour statistics and a scientific attitude on the part of
organizations of employers and workers•" The few scientific
studies which have been made so far present wide variation*
The planners in this connection set forth certain suggestions
which are revealing.
"It is therefore suggested that a team of productivity
experts should be invited under the Technical Assistance Pro
gramme and that this team should be charged with the
responsibility of training of a sufficient number of officers
from government industry and trade unions in developing
methods of productivity* As a result of discussions between
the Labour Ministry and the Planning Commission, and on re
quest made by the Labour Ministry, the I* L. 0, has formulated
1
Dunlap and Healy, Collective Bargaining, Principles
and Cases, Richard D. Irwln, Inc., p. 92.
2
Investment in India, op. clt., p, 89.
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proposals for technical assistance in the field of systems
of payment by results and productivity. The experts to be
sent out by the I* L. 0. would undertake studies in the
textile and engineering Industries. After making a prelimi
nary selection of the undertakings In which the studies are
to be carried out, the experts would undertake a thorough
analysis of the existing organization and methods of work,
job classification and wage scale with a view to suggesting
improvements designed to increase efficiency and product!-
1
vity and to improve working conditions." The Planning
Commission further points out the effects of the experiment
in one of the textile mills in Ahmedabad. They maintain:
"The Ahmedabad Textile Industry's Research Association with
the assistance of the I. L. O's Asian field office on techni
cal training has carried out some valuable suggestions in one
of the textile mills of Ahmedabad. The supervisors and the
heads of departments were trained in the technique of "Job
Institution" by the I. L, 0. experts on training-wlthin-
industry. The results of these experiments have shown an
Increase in production from 7 per cent to 18 per cent in
different sections of the spinning department and 11 per cent
2
to 30 per cent in different sections of the weaving department".
1




Two significant factors, namely, a tacit assurance of
minimum wages for workers and higher labor costs for pro
ducers are noted in the present day unskilled textile
workers in India* Prior to 1934, by and large, the wage
pattern was determined by the individual employer. There
was no proper legislation worth the name to rationalize the
wages of the unskilled workers. "Thus, In 1914, the average
earnings per worker in the Mofussil centres of the Bombay
Presidency excluding Bombay, Ahmedahad and Sholapur was
Rs 11-14-1; in Bombay city it was Rs 16-6-3; in Ahmedabad
Rs 13-9-9; and in Sholapur, Rs 10-9-4. These wide margins
persisted until 1939 and have resulted in Internal com
petition between mills based on lower labour costs rather than
1
efficiency." After 1944 some legislation concerning the
wage pattern came into being. "By 1943, well over 80 per
cent of the mills in India had their wage patterns standard
ized as a result of the awards made by various industrial
tribunals. The tribunals sought to fix the minimum wages
for the lowest paid and the most unskilled Job, usually
2
that of a sweeper or a coolie." Nevertheless, the basic
minimum wage for least skilled textile workers vary from
1
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centre to centre but are of less magnitude. Thus "this
minimum wages now vary from Rs 16 per month In Cochin to
Rs 30 per month in Bombay city - a difference of less than
100 per cent as against the older difference ranging up to
800 per cent".
Secondly, the labor costs In Bombay mills have Increased
to more than 5 times the amount from 1937 to 1951. In 1937,
the cost per man hour was between 18 to 23 pies and rose to
130 pies in 1951. In spite of the higher labour costs, the
productivity of labour in all these years has remained
"virgually stationary". To Illustrate: It Is observed that
"as against an average of four to six ordinary looms handled
by one operative In Britain, 32 to 78 automatic looms In the
United States, and a minimum work load of 48 automatic looms
in Japan, the Indian worker handles on an average not more
than two ordinary looms. Similarly, the maximum number of
ring frame spindles handled by an Indian operative is 380
as compared to an average of 800 in Britain, 1200 in the
3
United States and 2,400 In Japan." The main reason for
such low productivity is that over 75 per cent of the
The Indian Cotton Textile Industry An Economic Analysis,




Pacts About the Cotton Mill Industry (Mlllowners*
Association), Commercial Printing Preas, Dec^wber, 1953, p. 16,
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machinery in Indian mills is more than 25 years old. During
the war, they have been overworked and the maintenance was
neglected due to the difficulty in obtaining spare parts.
Hence the pressing need of rationalization of mills cannot
be overemphasized*
Rationalization
The growth of the Indian cotton textile Industry has been
stunted and its activities have been limited both at home and
In the International sphere due to high prices and poor
quality. Students of this problem recognize that they could
overcome these difficulties by increase in production and re«-
duction in costs. In other words, a policy of rationalization
should be Introduced to remedy the Ills of the present day
cotton textile Industry. Countries like the U. S. A., U, K.
and Japan are equipped with modern machinery in their textile
mills and as a consequence they have reduced production
costs, Improved the quality of the fabric and maximized the
productivity of labour. It is mentioned that more than
65 per cent of the cotton mill equipment in Japan is new and
up to date. A large proportion of looms installed In the
post war period is automatic. It is estimated that the
average annual expenditure for new plant and equipment since
1947 in the American textile mill industry as a whole is
more than $500 million which is probably 40 per cent of
their total expenditure of the entire industry.
Mr. Mcisaac maintains that price agreements and the
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assignment of production quotas, limitations on the intro
duction of new machinery, obstructions to the industry of new
firms and provisions for the scrapping of existing plant are
famllar techniques of industrial "rationalization11. In this
section, we will concentrate our attention to the scrapping
of the existing uneconomic plant and giving place to up to
date automatic looms which have solved the twin problems In
other countries such as the U, S. A., U. K. and Japan.
There is a difference of opinion between the organized
mill industry and the Committee (The Textile Enquiry Comit-
tee) as regards the uneconomic mills. The former mean that
"unbalanced character in terms of a small numbsr of looms
than is warranted by spindleage is the reason for a mill
being uneconomic". But the Committee feels that "old equip
ment, unsound finanelal structure and bad management are
frequently the causes of a mill being unprofitable.
Further the Committee argues that the existent 114 purely
spinning mills in the country have been working for a number
of years and their returns though not "phenomenal" earn a
reasonable return. The Indication of their survival is the
sufficient proof that they can hardly be unprofitable. Now
the question is how to transform the uneconomic units into
economic ones. Unfortunately there are no uniform
1
The Cotton Textile Industry, op. clt., p. 23.
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standarized solutions to offer them. Each mill has its own
problems. The remedy of the one may not be the solution
for the other. The Committee feels that liquidations and
amalgamations are possible remedies In some cases. If the
unbalanced nature of looms and spindles is the only factor
causing the unit to be uneconomic, then the Committee strong
ly advocates it should be either assisted to increase its
spindleage and thereby reduce its overheads and unit costs
amalgamated. The Committee Is, however, against the in
crease in loomage in spite of the increase in demand for
cloth expected. The production and sale of yarn produced
by spindleage would be quite remunerative.
The Planning Commission^ recent publication, entitled
"Programmes of Industrial Development, 1951-56", points out
that there are 150 uneconomic units in the cotton mill
industry. About 60 of these are operating at a loss and the
remaining 90 are reported to be working slightly above
marginal efficiencies. It is believed that more than 75 per
cent of the machinery Is more than 25 years old. They have
been overworked during the war and the maintenance was
neglected owing to the difficulty in obtaining spare parts.
It is high time for the Industry to change this situation.
The replacement of old plants by new automatic looms is
imperative. In the fitness of things, a plea for rationali
zation is logical. Rationalization and rehabilitation
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bristles with problems such as mass unemployment and
financial stringency and they will pale Into insignificance
when we consider the real over all picture of the economy In
the long run- There is a fear that the new machinery leads
to unemployment in the sense that the automatic looms replace
1
men. No doubt large scale Industrialization based on new
machinery will lead to mass unemployment, but this situation
will last only for a short period. Rationalization implies
the production of goods and services on a mass scale at
cheaper price. This turn over will In turn necessitate the
demand of other goods, more machinery, more servicing and
more subsidiary industries which In turn will generate more
demand for labour. The profits of the industries will be
invested in new enterprises calling for more men and
machines. In the long run the result will be demand for more
men as machines increase and thereby the standard of living
of the people will rise. These are long term effects. The
labor has every justlficatJ. on fo frown upon this economic
concept. This "long term" Is a vague expression. It may -
mean 2 or 20 years and depends on variety of circumstances.
India has all along faced uraployment, and adding to It this
potential mass unemployment will be a serious problem. It
1
"The Committee (Textile Enquiry Committee, September,
1954) has computed that this will result in the unemployment
of nearly 4,000 weavers per year, assuming that one weaver
would operate 16 automatic looms on an average." p. 41
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may not be a wise proposition to plan for the welfare of
the posterity at the expense and direct neglect of the pre
sent generation. It Is, therefore, pertinent to take Into
account the valuable suggestions offered by the First Five
1
Year Plan, before rationalization.
Rationalization has been unwelcomed both by labour and
management on similar and different grounds at presnet in India,
The former, as indicated earlier, fear that it leads to mass
unemployment and the latter is hesitant to invest his capi
tal on machinery which is approximately three times the
prewar prices. Moreover, very few firms at present have
adequate reserve or resources to pay for new equipment*
Unfortunately, the Industry has not been maintained on the
basis of ploughed-back profits and therefore does not command
adequate reserves for renovation.
At present, the India cotton mills In general are
equipped with the ordinary "two looms" or "four-looms"
system as opposed to high speed machines in general and
2
automatic and "eight-looms" system in particular. The
existing ordinary looms being old and outmoded, it is common
ly believed that they entail poor quality of production and
higher labor costs. But the British Cotton Working Party
1
Five per cent of the total number of looms installed in
the Industry constitute automatics and the number of these
looms increased from 7,430, to 11,099 during 1945-1953.
2 Rationalization of Mills, The Times of India, July,1954.
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Report points out that the automatic looms are suitable for
certain types of weaving and the use of the "eight looms11
system or automatic looms raises the labor costs with other
fabrics when they compare with the four-looms" system. It
further points out that these new looms are "best suited
in the case of cloth with a somewhat coarse weft and low
pick which is best produced by the repetitive process."
India is interested in producing coarse and medium fabrics-
a comparative cost advantage - to compete with foreign
markets. So the need and Importance of the "eight-looms*
system or automatic looms to manufacture the above fabrics
need not be overemphasized. It is possible for India to
compete her coarse and medium plain cloths like sheetings
manufactured on automatic looms with countries which manu
facture plain cloths on automatic looms. It is conceivable
that the coarse and medium plain cloths manufactured on
automatic looms will ensure, according to the British Cotton
Working Party Report, higher quality and reduction in costs.
Whereas the countries which manufacture plain cloths (as
opposed to coarse and medium) on the same loom, will naturally
lose the above advantages. Hence India stands to gain in
foreign markets with the Introduction of the automatic looms.
This proposition sounds better. We must consider the other
alternative also. It is rather short-sighted to base India's
economy on the possible expansion of export trade. Inter
national trade being fluctuating In nature, India should be
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prepared to utilize her unsold cloth in foreign markets,
to her domestic consumption. In this case, the unequal com
petition between the present existing looms and the proposed
automatic looms can easily be discerned. The cotton textile
industry is already facing conflicts between the handloom
industry and the powerloom Industry arad the handloom cum
powerloom industry and the organized mill industry* Adding
to these conflicts, a new conflict which can be expected is
due to fluctuations in internal trade* Nor is this all.
As regards the domestic consumption, the role of automatic
looms Is rather circumscribed. "It is not convenient to
produce dhotles and saries, comprising 25 per cent of the
total output on automatic looms on account of their short
1
lengths.11 Nevertheless the Textile Enquiry Committee
recognizes the importance of the automatic looms and the
recommendations are valuable both for labor and management
and the economy of the industry as a whole. It may not be
out of place to reproduce it here:
"The Committee is of the opinion that replacement of
plain looms with automatic looms must be permitted at the
rate of 5,000 looms a year so that one half of the existing
loomage may be converted into automatic looms over a period
of 20 years. The Committee has computed that this will
1
Rationalization of Mills, op. cit.
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result In the unemployment of nearly 4,000 weavers per year,
assuming that one weaver would operate 16 automatic looms
on an average. This would represent the elimination of
approximately 1.5 per cent of weavers per year. In order
that the mill production of cloth may be frozen round about
5,000 million yards, it Is obvious that no addition to
weaving machinery, whether in the form of plain looms or in
the form of automatics, should be permitted during the plan
period envisaged in this report. For obvious reasons, as
far as possible, the conversion Into automatic looms must be
undertaken in consultation and agreement with labour, or at
least according to principles which government after a full
consideration of the matter may lay down."
The question of finance to rationalize the mills Is the
next consideration. During the World War II, the cotton
mill industry was active and some of the industrialists had
made fabulous profits. In fact some of the mills have
already started the rehabilitation of their machinery al
though the process, however, Is still In the beginning.
1
The Modi spinning and weaving mill, Modinager, near
Meerut, UTTAR PRADESH Is the first to use U. S. machinery.
The Ganesha Textile, Davamgere, Mysore State is the second
example. World Trade In Commodities, U.. S. Printing Press,
Washington 25, D. C, Vol. VII, part 21, No. 16, prepared
for publication by C. B. Welch.
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They have already placed orders with foreign firms In England,
Switzerland and the U, S. A. for new textile machinery.
2
Problems such as foreign exchange, limited funds of the mills,
scarcity of foreign machinery, import policy of the govern
ment are some of the main obstacles which have stood in the
way of rehabilitation of new machinery.
The government of India is interested to protect and
foster the Indigenous machinery manufacturers on one hand
and save the dollar resources on the other. The objective
of the government is rather praiseworthy but the effects of
the move at the present juncture according to the Millowners1
Association are not appropriate or timely. They clamour
that "the indigenous machinery manufacturers are entitled
to every encouragement, but such protection should not be
allowed to hamper the mills in obtaining the latest and most
S
efficient machinery". No doubt, the Indigenous machinery
manufacturers at present are in an embryo stage. A news item
about one of those companies appeared in the Hindu December
2, 1954, supports this view, "....the Textool Company was
1
Cotton In Pakistan and The Indian Union, op. cit., p. 137.
2
"The Indian mills are relatively wealthy in their own
currency, but the amounts of foreign exchange which can be
allocated by the government to these mills for the purchase
of machinery in foreign countries, especially in hard cur
rencies, is definitely limited." Ibid.
3
Pacts about the Cotton Mill Industry of India, op. cit.,
p. 16.
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started In Coimbatore a decade ago and has made rapid pro
gress. It manufactures ring spinning frames, revolving
flat carding engines and drawing and fly frames which com
pare favourably with any foreign company". One can hope in
years to come, the indigenous machinery manufacturers
position would be strengthened and their products would be
welcomed in India.
For various reasons, other foreign countries are unable
to fulfill the present demand. "India has expressed a desire
to get some 800,000 spindles from Japan, and Pakistan has
asked for 250,000. The present capacity of the machine works
in Japan, however, is still limited and current production
is at the rate of only 250,000 spindles per year. At this
rate, it would take over four years to supply Indians
1
requirements alone." Hence the real difficulty for the ex
pansion of cotton textile Industry is the scarcity of
capital goods. The exploratory missions of Sir Ardeshir
Dalai and the other Indian industrialists to U. K. and the
2
U. S. A. in this connection prove to be less optimistic.
So the government had taken certain measures to overcome
these difficulties.
1
Cotton in Pakistan and the Indian Union, op. clt.,
p. 160.
2
King Cotton, op. clt., p. 59.
SI
government (British), Policy of ImPort of
The Post-War Planning Committee (textiles) has classi
fied the textile machinery Industry into productive
consisting of looms and all spinning machinery, including
the ring frames and unproductive which includes the rest of
the tools in a textile mill. The Industrialists who desire
to expand their mills were required toy the committee to
submit their applications prescribed by the chief controller
of imports of capital goods to the textile commissioner by
the 30, September, 1945.
The following main priorities were taken by the commit
tee to grant the licences for import textile equipment.
The applications of the small spinning mills for
expansion up to 85,000 spindles started before March 31,
1941 would be sanctioned,. They would be entitled to Import
not more than 10,000 new spindles.
Imports of looms would be granted to mills which have
not exceeded in ratio of 45 spindles fine and 32 spindles
coarse for every loom in a mill. As regards the installation
of looms in new mills, It is left to the discretion of the
provincial or state governments "subject to the reservation
of 25 per cent or the new spindles for free yarn required
by handloom and other users". As regards replacements,
"the committee had recommended in scrapping of an equivalent
quantity of old plant as a condition for sanction." The
committee had also recommended to remove all the restrictions
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on the Import of productive machinery from the non sterling
areas. The government accepted the suggestion of the
committee as regards the priority for expansion and new pro
jects over replacements.
In order to expedite the placing of orders of sanctioned
productive machinery, the government ruled that the license
holder should produce a letter stating that he had registered
an order from the importer with complete details regarding
the plant in question. Palling which, his license would b©
forfeited and it would be given to some other applicant.
The government has imposed some restrictions on import
of certain foreign textile machinery. The justification for
this move was to encourage the indigenous machinery and save
the foreign exchange. It is a moot question to argue how
for government is justified to arrest the initiatlveness of
the private enterprise. The British government encourages
the Industrialists to Import machinery duty free which eannot
1
be purchased In Britain. Similarly Prance and Italy Import
textile equipment without Imposition of a special order. At
present, only a small beginning has been made by domestic
3
textile machine industry. The machinery and the equipment




The First Five Year Plan, op. cit., p. 422.
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are Inadequate to meet In demand for the cotton textile mill
Industry, and hence the government should liberalize and
reconsider their Import policy.
As regards the cases of the mills whish have limited
funds, the government of India has recognized the problem
and efforts were made In that direction. With the recommend
ation of the Post-War Planning Committee (textiles), the
government permitted them to Import goods from non sterling
areas "if the delivery of the plant will be quicker, price
cheaper, and machinery better". India was allocated 20
million dollars annually during 1944-45 for the Import of
1
capital goods. As regards long term finance for purchas
ing machinery and other equipment, the Planning Commission
considered the Industrial Finance Corporation. It has
3
already granted loans to textile mills for rehabilitation.
Attempts have been made to organize a corporation with the
assistance from, the World Bank for facilitating industriali-
4
zation in the private sector. The government of India is
1
King Cotton, op. clt., p. 40.
2
The First Five Year Plan, op. clt., p. 247.
3




setting up an Industrial Development corporation to extend
loans to the cotton textile and jute Industries for pur-
1
poses of rehabilitation. These financial institutions are
in the making. It is predicated that they will soon assume
their importance and guide the process of rehabilitation in
the right direction.
1
Report of the Textile Enquiry Committee, op. cit., p. 42.
CHAPTER III
PUBLIC POLICY IN COTTON TEXTILE INDUSTRY
Objectives of the Government
The objectives of the government towards industries are
based on the Industrial Policy Resolution of April 6, 1948*
According to it, the industrial sphere is divided into four
sectors* The first sector comprises those industries which
Include "the manufacture of arms and ammunition, production
and control of atomic energy, ownership and management of
railway transport and (in emergencies) any industry vital
for national defense,1* owned and operated by Union Govern
ment* The second sector embraces the industries in which
"the state has decided to reserve initiative for future
development in each of them and will be exclusively responsi
ble for the establishment of new undertakings, but it may in-
2
vite the cooperation of private enterprise where necessary"*
They are "coal, iron and steel, aircraft manufacture, ship
building, manufacture of telephone, telegraph and wireless
apparatus, excluding radio receiving sets,and mineral oils..."
"The existing undertaking In this field will be given all
facilities for efficient working and reasonable expansion
1
Government of India, Governmental Measures Affecting





for a period of ten years, at the end of which the state
will decide in the light of circumstances, obtaining at the
time whether these undertakings should be nationalized. This
period of ten years is, therefore, not something fixed and
unalterable and the state has undertaken no firm obligation
to take over the industries at the end of ten years* It has
only reserved its right to do so if, on review of the then
existing position, it finds it necessary, and then even if
it decides to acquire any unit, it will award compensation
on a fair and equitable basis." The third sector includes
some eighteen Industries of importance such as "salt, auto
mobiles and tractors, prime movers, electric engineering,
other heavy machinery, machine tools, heavy chemicals, ferti
lizers and pharmacentlcals and drugs, electro-chemical in
dustries, nonferrous metals, rubber manufacturers, power and
industrial alcohol, cotton and woolen textiles, cement, sugar,
paper and newsprint, air and sea transport, minerals and in-
2
dustries related to defense" which will be subject to govern
mental regulation and control* The last sector - the indus
tries are not ennumerated - will be exclusively under private
initiative and enterprise. They will be extended the fullest
1
Governmental Measures Affecting Investment in India,




scope to develop without governmental regulation and con*
trol«
More than seven years have passed; the government has
slowly adhered to the Industrial Policy Resolution of 1948.
Mr. Nehru's adoption of resolutions at Avadi Session favor
ing a socialist pattern of society and a socialist economy
created a stir both at home and abroad. It is too early to
visualize the nature of the economy. It is a combination
of all three economies of America, Russia and China put to
gether. Nehru reiterated and observed at the Congree Parlia
mentary Meeting on December 2, 1954 that, "I can fit in just
something from America, something from China and something
from Russia"• Nehru and his colleague, Maulana Azad, pointed
out times without number the objectives of the proposed
socialist pattern of society, both at public meetings and
on the floor of the Congress Parliamentary Party meetings
and yet there is a lot of confusion among the Congressmen.
The press has critized the ill-defined and ambiguous objec
tives of the socialist pattern of society. There is a fear
that the proposed pattern will lead to nationalization with
or without compensation* This seetion is by no means devoted
to all the probable intricacies of the problem. None the less,
it must be pointed out that Nehru is against all-round national!-
1
The 60th session of the Indian National Congress which
met at Satyormurti Nagar, Avadi, near Madras, on January 21,
1955 •
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zation and his statement on December 2, 1954 at the Congress
Parliamentary Party meeting testifies to this. It is in
teresting to note Mr. U. N. Dhebar, the All India Congress
President, defined more clearly the objectives of the social*
ist pattern of society as conceived by the Congress Avadi
Session in his recent letter circulated to the Presidents of
the Pradesh Congress Committees. He disclosed that the ob
jective could only mean:
A* "Social ownership or social control of means of
production in the interest of society as a whole
as distinguished from that of the interest of
the individual or a section of society. That
meant in a conflict between the interest of the
individual and that of society, the latter must
prevail.
B. Equitable distribution of the nation*s wealth,
resources and income
C. Equality of opportunity to all sections of
society.1*1
A socialist society according to Professor Sehumpeter
is an institutional pattern in which the control over means
of production and over production itself is vested with a
central authority. In other words, the economic affairs of
society belong to the public and not to the private sector
t
of the society* According to the Avadi resolution, the pro-
1
"Dhebar*s Circular to P. C. C. Chiefs", The Hindu,
April 3, 1955, p. 9. ———
2
Joseph A. Sehumpeter, Captialism, Socialism and Demo-
cracy (Hew York and London, 1942), p. i©7«
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posed socialist pattern of society will embrace the three*
fold objective, namely, social ownership or control of the
principal means of production, progressive speeding up of
production and equitable distribution of the national wealth.
Maulana Abul Kalam Azaz, then stressing the importance of
these objectives pointed out that increased production should
precede equitable distribution. The equitable distribution
of national wealth, according to the framers of the resolu
tion is taken to mean the lessening of inequality in the dis
tribution of the national dividend than of equalitarian
schemes of redistribution of all wealth. The other countries
who are in favor of welfare state adopted the instrument of
taxation (Estate Duty) as one of the means of redistribution
of accumulated wealth. To achieve this end, a country need
not adopt socialism. The distinction between socialism and
the proposed pattern of socialistic society, according to
Azaz, is that the latter is no doctrinaire approach to nationali
zation. He pointed out that so long as private ownership ad
justs Itself to the basic policy of government of increasing
production and minimising unemployment, private initiative
need not fear* In a word, the objective of the socialistic
pattern of society, according to the framers of the resolution,
is "not to exalt doctrinaire theories but to find a workable
media between capitalism and socialism which would be free
from the defects of either, would be in accord with the genius
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of the people and would promote harmony and cohesion, not
hatred and strife."
As indicated earlier, the cotton textile industry comes
under the third sector of the Industrial sphere* It will be
in the hands of private enterprisers which will be regulated
and controlled by the public. Let us present some of the
regulations and control of the government before Independence,
particularly, during the World War II and the proposed regu
lation of the present government*
Government Control and Regulation
The cotton textile industry is in the hands of private
enterprise* Yet, government may intervene whenever the in
dustry, according to the 1948 Industrial Policy Resolution,
may be found unsatisfactory* The principal object of the
2
Industries Act 1951 is to enable the government to imple
ment its policy for the development and regulation of indus
tries. Cotton and woolen textiles come under the Act*
The British government passed certain stringent measures,
particularly during the last war, in order to arrest the so-
called "Textile Famine". In 1943, the government tried to
curb certain privileges in order to arrest the Increasing
1
"Socialistic Pattern or Democratic Equality", The Hindu.
January 24, 1955, p. 5*
2
In October, 1951, the Industries (Development and Regu
lation) Act was passed for the purpose of regulating the basic
industries*
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prices of cotton cloth* Standardized clothes were introduced
and made available to the poor and middle classes of the
people. The prices were made almost uniform, and they were
never allowed to exceed more than 6^ per cent of the sale
price of the mills. The Department of Industries and Civil
Supplies was set up in May, 1943 to regulate exhorbltant
prices, to check hoarding and to step up production* The
manufacturers and the dealers were required to furnish the
stock of cloth and yarn held in July 31, 1943 by August 15,
2
1943 in order to detect the concealed stocks* The move was
rather an encouraging one but the returns were not complete,
but they did reveal an approximate stock of 2,700 million
3
yards of doth and 215 million pounds of yarn* The clothes
and yarn produced after July 31, 1943 were stamped with the
date of packing and required to be disposed of within six
4
months* To implement this provision, the Textile Control
Board was set up and as a result the prices were reduced
30 per cent and the consumers were benefited by nearly 40
5
million rupee (about 8*4 million dollars) a year* The Pro-
1










visional governments were asked to introduce quota systems
and pass stringent measures to curb mal practices such as
black marketing and stock hoarding. The effects of these
controls did not attain the desired results but did keep
price spiral under control*
The second consideration after price control was pro
duction control* It was not too difficult to step up pro
duction on the handloom side. The workers who required for
spinning were not as highly skilled as those for weaving.
Weaving does not command high cost on handlooms. Hence, pro
duction of cloth was increased on the handloom side. In the
case of mills, the production of yarn and cloth declined due
to labor strikes and shortage of coal. The government direct
ed the mills to adopt the three shift system and made a
special allocation of coal for the mills.
The third feature was distribution control. It was
rather a complex problem. The cloth famine, particularly in
Bengal, and the general prevalence of the black market in
the country led the Textile Control Board to introduce a new
scheme in 1945 to make the cloth available to all people at
reasonable prices. The scheme worked out successfully with
the close collaboration of both the central and the Provin
cial authorities. According to the scheme, the country was
divided into 12 distributive zones and cloth was supplied to
each zone according to the pre-war per capita consumption of
cloth. The quota holders formed small groups, each under a
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leader in the producing centres* The leaders and their de
puties were held responsible to the Textile Commissioner for
all the transactions that they made in delivering the cloth
to the authorized wholesale dealers* Transportation of goods
was passed under permits* The price of the cloth was fixed
not more than 3 per cent above the mill price, to the receiv
ing centres* Finally, the distribution of cloth was facili
tated to the consumers by issuing ration cards to them* In
the beginning of the war. fifty per cent of the texlle capa
city was made available to the poor people at reasonable
prices; ten per cent of them was devoted to defense require
ments and the remaining forty per cent of the cloth, the
government could not account for* In order to remedy this
situation, the government introduced a control system in
1943, imposed ceilings on cloth prices in 1944 and Increased
production and set up proper machinery for the distribution
of cloth in 1945* The three aspects, namely, price control,
production control and distribution control which took a long
time for the government to set in motion and took a long time
to be decontrolled* During 1946 and 1947. the production of
yarn declined. The reason for the decline was not only labor
strikes and shortages of labor but also* according to the Mill
Owners* Association, the low ceiling price for yarn fixed by
the government* As a consequence, many mills sustained losses
and closed down* In 1948, price control was partially lifted
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and signs of improvement in production were noticed* After
1948, the prices of yarn began to rise so exorbitant that
they were not in the reach of handlooms to buy. So the
government reimposed price ceilings not only on yarns but
also on new cotton* Due to the controls, the production
once again slowed down* Many mills were forced to close
down* Later the government relaxed the cloth distribution
and control* The liberalization by no means eased the situa
tion*
If we review the general pattern of production in cotton,
yarn and cloth from 1946-50, it can be described as one of
fluctuating and on the whole declining in character* In
1952-53, the entire total pattern of the mill industry was
changed, and this gave rise to record production in cotton,
yarn and cloth* As a result, the government of India abolish
ed the price and distribution controls as of July 10, 1953*
She still retains control over production* If the industry
shows further signs of progress, these may soon be abolished*
Methods to Promote Exports
The government of India, at present, is interested in
promoting and stimulating the export of cotton textiles, "not
in the negative sense of removing restrictions and reducing
duties but in a positive way by raising quality and improving
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1
services". It has been observed that the Indian sharp trade
practices are undesirable, and the goods produced from the
Indian mills are of "substandard quality"• One of the ob-
2
jectives of the Indian Standards Institution (I.S.I*) is to
improve and implement the export quality of the goods. In
order to popularize this, a mark denoting the Indian textiles
of quality must be registered under the I.S.I. A provisional
committee was appointed. It is hoped that the method of ex
port quality will push the Indian products in foreign markets,
and they will be able to withstand the strain of other com
petitors*
Cotton Textiles Fund
The Cotton Textiles Fund was created by the government
under the Cotton Textiles Fund Ordinance of 1944. It came
into being by the levy of customs duty of 30 per cent of the
maximum ex-factory price on cloth and yarn exported from
3
India* The levy was made for over three years from October,
1944 to November, 1947* The accumulated fund amounted to
Rs 23,350,000 (about $4,917,788)* This fund is utilized for
1
T. T. Krishnamacharl, Textile Contenary Supplement to
the Hindu, (Madras, 1954), pTlH
2
The Indian Standards Institution (I.S.I*) is almost a
self supporting and semi-private organization which was in
troduced in 1947. The Institution is governed by four coun
cils at present* The Textile Division Council is one of them.
3
"Government Textile Policy", The Hindu (March 18, 1954),
p. 2*
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the sole purpose of textile research and export promotion*
In 1947, the committee offered financial support to set up
a technical research centre under the Ahmedabad Textile Re
search Association*
Research Centres For Bombay and Corinbatore
Research centres at Bombay and Corinbatore were started
by the Initiative of the industries in question. They got
some financial aid from the Cotton Textiles Fuad* Beside
these two research institutions, there are other institutions
at Bombay which are both analogous and complementary to the
above research entres* The government has no power to inter
fere with those institutions except as it may give financial
aid for them. But the government supervises to see whether
there is waste of national resources in thos institutions.
For instance, there are not many textile scientists in India
to carry on the research which the Textiles Research Insti
tutes envisage. If it is necessary, foreign scientists may
be invited in the beginning stages. It means a drain on the
Research Institutes. Care should be exercised to see that
the foreign scientists* research should be new and not to
duplicate the work which has already been conducted. The
government may have to exert its Influence to see that there
may not be any "material conflict in the programme of work
between two or three institutions" of the same kind*
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Research For Handloom Industry
There are at present research centres engaged in studies
on fibre, yarn strength, dying and finishing, etc. in Madras,
West Bengal, Uttar Pradesh, and Bihar. These receive mone
tary aid from the All India Handloom Board. It is a quasi
governmental organization. Some of the institutions have al
ready made provisions for expansion of their research facili
ties. In addition.to the Government Central Weaving Insti
tute at Banaras, the All India Handloom Board proposes to
appoint a Research Committee and a Director of Research for
the handloom industry. Since fashion, pattern, weave, etc.
are different from region to region in India, the proposed
research institute is Interested in securing better coordi
nation of the fabrics woven in all regional institutions.
To sum up, the government of India is interested in pro
moting and Improving the quality of all varieties of cloth
(both handloom industry and mill made) on one hand and in
fostering and reviving the handloom industry on the other*
The government has extended all possible assistance to the
handloora industry for the last two years. According to the
Union Minister for Commerce and Industry, "the production
has increased in many parts of India and the off-take has
been reasonably good" • The All India Handloom Board has rec-
coramended schemes worth about nine crores of rupees (about
$18 million) for this industry. The Union government has al-
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ready extended more than six orores of rupees (about $12
million) for the last one and a half years and more than
one crore of rupee (about $2 million) is about to be
sanctioned during this year* The government of India is
not hesitant to spend for this industry* The rebate on
handloom cloth prices is another step to accelerate sales*
The assistance of the external marketing scheme at Singa
pore, Rangoon, Colombo and Baghdad and the continuance of
the indications of the revival of the handloom industry*
According to the Industries (Development and Regu
lations) Act of 1951, permission or license is required
from the government either to make additional substantial
units to an existing industry or to set up a new industry*
Though this control (license) may prevent the less desirable
uses of the resources available, it does not insure that the
resources will be utilized for more preferred lines* In
order to obtain better results, the planning commission pre
sents certain recommendations which can be summarized as
follows *
In the case of projects which involve heavy capital in
vestment and the use of new techniques, it might be desirable
for the government, with the consultation of the Tariff Com
mission, to extend an advance assuranance of protection* "For
the development of industries consuming minerals or of indus
tries based on forest produce, long-term leases might be grant
ed.*1 Meriting the case of the industry, capital goods and
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certain raw materials might be allowed to be imported duty
free*
The Licensing Committee which as been set up under the
Industries (Development and Regulation) Act of 1951 announced
its grant of licenses to manufacture recently* During October,
1953 to November, 1954, the committee received 503 applications,
out of which 422 cases were granted license, 54 cases were re
fused and 26 cases were sent back for further particulars. The
interests of the committee merit heavily In favor of small
manufacturers rather than big ones. During the period under
review, the committee has not allowed the large cotton textile
mills to expand their looraage capacity lest they should affect
the interests of the handloom weavers.
The forth coming All India Industrial Exhibition in the
month of October at New Delhi will be a healthy sign. It has
been announced (Hindu Weekly Review, January 24, 1955) that
the exhibition sponsored by the Federation of Indian Chambers
of Commerce and Industry will b© the biggest one ever held in
India and the Far East. The estimated expense is Rs 40 to
50 crores (#84 to $105 million)* Many foreign countries - the
U. s* A., U. S. S. R., Czechoslovakia - are expected to parti
cipate* The exhibition would provide all the facilities to
the Indian manufacturers to display their products. The organi-
1
"Grant of Licenses'1, The Hindu Weekly Review (January 24,
1955, p. 12*
300
zation enjoys the patronage of the government of India.
Taxation
The cotton textile industry is a source of revenue to
municipal, state and central governments. It contributes on
an average more than 31 crores (about $65 million) annually
by means of income tax, surtax, excise duty, state and muni-
cipal taxes to the national exchquer at home. The entire
tax constitutes 2.57 per cent of the gross income of the in
dustry.
Of late, the trend of taxation on the cotton mill in
dustry has been consistently upward. Much criticism has been
levelled against the present fiscal policy of the government.
The government, witii the fond hope of helping the poor, has
taxed the rich to attain the desired objective. If the pre
sent policy of taxation on cloth persists, Mr. E. P. A. Da-
costa predicates that the per capita consumption of eloth
will remain "obstinately stationary". He draws his conclusion
for arresting additional consumption from family budgets in
the Delhi area. He observes that the middle class families
maintain their expenditures heavily on miscellaneous things,
particularly entertainments, rather than expenditure on cloth.
Adding to this tendency, additional imposts on cloth would
tend to weigh adversely upon the consumer.
The question is who should bear the incidence of taxation
the producer or consumer. The government imposes the imposts
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on the producer who consequently shifts the burden to the
consumer* The government has chosen to levy assesses an
excise duty with the assumption perhaps that the demand for
cloth is inelastic in the direction of price increase. In
other words, an increase in price of cloth will not lead
to a proportionate decrease in demand, since clothing is
supposed to be a necessity. But the facts are otherwise
in India.
It is mentioned that a pair of fine variety of bleached
"dhoti" of eight yards whose ex-mill price is about Rs 9-4-0
attracts an excise duty of Rs 0-14-0, plus the sales tax of
Bombay State which accounts to Rs 0-9-3. So the consumer is
called upon to pay an extra Rs 1-7-3 for his pair of "dhoties".
Similarly, a pair of superfine bleached "dhoti" of nine yards
whose ex-mill price is Rs 12 carries an additional load of
2
Rs 2-4-9 as a result of these imposts.
The imposts affect the industry as well as the consumer.
The former is at a loss to withstand the strain of foreign
competition with the naterials which are produced and manu
factured at a cheaper rate. If we recall the volume of export
trade of cloth for the years 1950-53, it has been one of di-
Mr. E. P. A. Dacosta observes that at present level there
are quite a elasticity in one or two markets. After certain
minimum requirements are bought, the demand tends to stay out
and not to rise.
2
Krishnaraj M. D. Thackersey, op. cit.
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minishing trend* la 1950, the volume of export was 1120
million yards* The succeeding years 1952 and 1953, it came
down to 776 and 538 million yards respectively. This shrink
age was partly due to the fact of "the emergence of a buyer* s
market and the flow of goods from Japan into world markets1**
This competition could be overcome by reducing the prices of
the product. It is obvious that it cannot be done so long
as taxes and wages are high*
As regards the domestic position, it is by no means
stable. Some of the imposts have almost doubled during these
few years* Some of the major Imposts levied on this industry
ever since 1949 are the following:
# "By an ordinance promulgated on January 1, 1949 in the
Amendment of the Gentral Excises Act of 1944, an excise duty
of 25 per cent advalorem of the ex-mill price was levied with
immediate effect on superfine cloth*11
The Indian Finance Act of 1949 attracted excises at the
rate of 6§ per cent advalorem in respect of fine cloth and
3 pies per yard with reference to coarse and medium cloth*
this section, the denomination of the Indian unit of
account (rupee) is kept as it is. The conversion to dollar
figures gives an Infinitesimal fraction which apparently does
not drive the effects of the imposts. For example, a sales
tax of Rs 0-0-3 on the rupee is 1/64 of a rupee which is sup
posed to be an amount of importance in India* The conversion
figure comes around 21/64 of a cent for every 21 cents. This
fraction is not only confusing but appears vague.
There are 12 pies to an anna; 16 os= 1 Re; 1 Re* approxi
mately 21 cents*
103
The excises were modified from February 1, 1950 as follows:
Superfine cloth - 20 per cent of the ex-mill price; Pine
cloth - 5 per cent of the ex-mill price; Medium - 3 pies a
yard.
On February 28, 1953, the advalorem was changed into
specific duty of Rs 0-3-3 in respect of superfine cloth and
Rs 0-1-3 in the case of fine cloth. The other varieties such
as medium and coarse were left unchanged.
Under the Khadi and other Handloom Industries Develop
ment Act of 1953, an additional excise duty of Rs 0-0-3 a
yard was levied on all mill made cloth. This excise duty
was not applicable on exported cloth. By February 27, 1954,
the excise duty was increased to Rs 0-0-6 per yard on super
fine cloth and Rs 0-0-3 per yard on other varieties. These
are union government taxes. In addition to these taxes, there
are state taxes which vary from state to state. Let us con
sider some of the state taxes on mill cloth, for instance
Madras state*
Sales tax is levied as Rs 0-0-6 in the rupee on all
varieties (coarse, medium, fine and superfine) of cloth sold^
in Madras state. In addition to it, an interstate sales tax
"Under the Indian constitution, state governments are
prohibited from levying sales taxes on foreign or interstate
commerce or on goods declared to be essential for the life of
the community. An act recently passed defines as "essential"
such commodities as food stuffs, cotton and woolen textiles,
raw cotton, petroleum and coal. Other questions as to the
limits of state governments' sales tax jurisdiction are still
in dispute. Three Part B states have been permitted, under
agreements witto. the central government, to continue levying
certain taxes on interstate trade until 1955 while they
develop alternative sources of revenue."
104
is levied Rs 0-0-3 in the rupee on all varieties which are
produced outside the Madras state. On February 26, 1954,
Madras state legislature introduced a fresh sales tax
Rs 0-1-3 in the rupee on all varieties except the coarse
cloth. This piece of taxation is justified on the ground
that the sales tax does not affect the poor who are sup
posed to wear the coarse cloth. Further, the state govern
ment may expect much revenue from the medium and fine variety
rather than coarse and superfine ones.
The aggregate tax increase on all varieties show alto
gether a different picture. The following statistics show
the anomaly of the situation.
TABLE I
TAX INCREASES ON ALL




Total Tax Increase Increase In








As the above statistics indicate, the coarse cloth is
taxed lightly compared to other varieties• It is assumed
that the coarse variety, which is 16 counts and less, is
used by the poor. No doubt it is true. But the overall
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situation presents us a different picture. The coarse variety
after all constitutes 10 per cent of the total production of
the mill industry* It does not mean, however, that 60 per
cent of the medium variety is used by the rich* The poor
constitute the majority of the India population, and the
distinction between the poor and the middle class people is
not very much pronounced at present. As such, the medium
variety is also consumed by the poor* It is the most used
variety* It is doubtful whether the fiscal policy of the
government is justified by taxing 120 per cent on the medium
variety which is used by the majority of the people*
The government maintains that "in an industrially under
developed country like India it is Inevitable, If every
section of the community has to be laid under equitable con
tribution to the exchequer, that a substantial portion of
taxation must be raised through indirect taxes* But even
so, the proportion of direct to indirect taxation in this
country does not compare unfavourably with that of such in
dustrially advanced countries as the United Kingdom* In
1951-52, direct taxes will account for 42 per cent of the
centre's tax revenue while in the United Kingdom the pro
portion of direct taxes in 1951-52 was 54 per cent".
1
Government of India, Building a Sound Economy (Delhi,
1951), pp. 35-36.
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To siM up, the industrial sphere of the Indian economy
is divided into four sectors. The first sector is exclusive
ly owned and operated by the public. The second sector is
at present looked after by private and at a later date, say
after 10 years, the Union government would review the indus
tries and if possible they would be nationalized with com
pensation. The third sector will be in the hands of the pri
vate enterprise. These objectives are based on the Industrial
Policy Resolution of 1948, As early as January, 1955, the
Congress Party which is in power at present adopted a reso
lution at the 60th session of the Indian National Congress to
introduce a new economy - Socialistic Pattern of Society* How
ever, it would be a non-doctrinaire socialistic economy in
which social ownership or control of the principal means of
production, stepping up production and equitable distribution
of the national wealth would be emphasized.
During the war, the British government adopted certain
measures, such as price control, production control and dis
tribution control to arrest black marketing, textile famine
and the accumulation of stock. The national government con
tinued these controls till July, 1953. In 1952, there was a
record production of cotton, yarn, and cloth, and consequently,
the government has abolished price and distribution controls*
The government still retains the control over production. The
government is at present interested in promoting and stimulat
ing the export of cotton textiles. To support this objective,
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the Indian Standards Institution was started in 1947* The
purpose of this institution is to improve the export quality
of goods. In order to popularize this, a mark denoting the
Indian textiles of quality must be registered under the
I.S.I. Cotton textile research centres were set up. They
are all private by nature, but partially financed by the
government. These research centres are mainly engaged in
studies on the nature of fibre, yarn strength, dying and
finishing, etc.
The recent licensing committee for expanding Industrial
facility has not allowed the large mills to expand their
loomage in order that status quo might be maintained for
handloom weavers.
The trend of taxation on the cotton mill industry haa
been consistently upward. The medium variety of material
which is taxed 120 per cent is used by the majority of the
population of India. The government has chosen to levy
imposts on the assumption perhaps that the demand for cloth
is inelastic in the direction of price increase, but the
facts may be otherwise in India.
CHAPTER IV
SUMMARY AND CONCLUSIONS
The present day Indian economy is based on a social
istic pattern of society. It is by no means the dortrinair
socialism where, accordint to Professor Schurapeter, "the
economic affairs of society belong to the public and not to
1
the private sphere". It is a planned economy in which there
is scope for both the private and public initiative to
function without hatred and strife. Among other things, the
economy strives for more production, more employment and
improvement of the material welfare of the population.
It is pertinent to observe how this economy in question
came Into being soon after independence. It is observed
for the last few decades that the per capita income and the
standard of living of the people remained more or less
stationary. Productivity per person declined due to the
increased pressure of population, which mainly depended upon
agriculture. An increase of underemployment and the growth
of an attitude of "pathetic contentment" among the people
prevailed in the country. After World War I, it was recog
nized that the arrested progress of the economy was mainly
due to lack of rapid and large scale industrialization.
During the interwar period, many industries were established.
1
Joseph A, Schumpeter, Captaliam, Socialism and Demo
cracy, (New York and London), p. 167, ———————
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The government extended all the possible help for those
Industries. Thirty years have claspred and the economy and
the living standards of the people remained almost un
changed. The backwardness of the Indian economy accounted
for the unbalanced occupational structure. About 68 per
cent of the working population is engaged In agriculture,
about 14 per cent in large and small scale industries, some
8 per cent in trade and transport and the other 10 per cent
In professions and services including domestic service.
In spite of 68 per cent of the working population engaged in
agriculture, the country is self sufficient neither in food
nor raw materials. The productivity per worker in organiz
ed industry, commerce aid transport is about three times
that of the agricultural worker and yet that part of the
Industry is not expanding fast enough to absorb the surplus
rural population. It appears that in order to make the
Indian economy better and workable, it is better to change
it to some pattern of economy which assures more employment
and a better standard of living for the people. The plan
points out that "the problem is not merely one of making
the existing economic Institutions work more efficiently,
or making small adjustments In them. What is needed Is a
transformation of the system so as to secure greater effi
ciency as well as equality and justice. The central
objective of planning Is to create conditions in which
living standards are reasonably high and all citizens, men
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and women have full and equal opportunity for growth and
1
service". Again the question is which economy can better
transform the present unbalanced economy. Judging the various
pros and cons of the free economy and the controlled econ
omy and particularly considering the Indian conditions, the
planners are inclined to weigh heavily on an economy in which
"a progressive widening of the public sector and a re-
orientation of the private sector to the needs of a planned
2
economy is established.
Cotton Textile Industry Under the Present Economy
Although the textile mill industry has been from the
beginning private enterprise, it has been subjected to cer
tain controls and regulations. The early textile mill
industry was established by the British, the early pattern
and equipment of the industry was after British, the topmen
who engaged in the industry were mostly trained by British
and as a result the Industry economically depended upon the
British* In the later twenties and during the depression
the Industry had a large number of controls. The government
removed the domestic excise duty of 1896 and offered pro
tection against foreign competition. Since the difficulty
1




of the international trade-foreign exchange, foreign markets
and transport facilities - the industry has had to rely upon
governmental aid and control. During World War II, the
industry was subject to price, production and distribution
controls. Under the present economy, the controls and
regulations are more stringent than the previous one. Controls,
the Plan maintains, "are the means by which government maln-
1
tains a balance between various sectional interests". The
control and regulation of exports and imports of certain
select commodities are not only necessary "from the point of
view of utilizing to the best advantage the limited foreign
exchange resources available but also for securing an allo-
2
cation of the productive resources of the country..." Why
has this industry been subjected to control and regulation
one might ask.
The present government's attitude towards industries is
based on the Industrial Policy Statement of 1948. The
cotton textile industry comes under the third sector of the
industrial sphere whereby it is subject to governmental
controls and regulations. Secondly, the industry is the
fulcrum of the Indian economy. It is a source of income
1




and revenue by means of taxes and levies and foreign exchange
to the government. So the government does not like to leave
this industry exclusively under private initiative without
control and regulation. Thirdly, the objective of the
economy is not to encourage competition as that of the free
competing industries such as handloora cum powerloom and
organized mill Industry and the mill industry and the syn
thetic fiber industry.
Although the government may not be in favor of unnecessary
controls, it cannot disband the entire control pattern which
it has from the past. In 1953, however, it did abolish cer
tain price and distribution controls.
To sum up, the present pattern of the Indian cotton
textile mill industry like tJ. S. A. and Japan, is towards
vertical integrat ion where spinning, wearing and in many
cases weaving are done in the same mill! This transformation
from horizontal to vertical Integration was started due to
competition from the domestic industries and external com
petition from the world markets. The progress of the industry
has been accentuated by two interwar periods. After World
War II the condition of the cotton textile industry changed
from Import to export position for their finished products*
There is a conflict of Interests between the handloora
Industry and the small scale powerloom industry, the handloora
cum powerloom industry and the medium sized powerloom indus
try and the three Industries on one side and the composite
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mill industry on the other and finally the four industries
and the synthetic fibre industry. The competition of these
competing Industries are not well pronounced in India at
present time except the handloom cum powerloom and the
organized mill industry. The government has extended all
the palliatives to save the handloom industry at the expense
of the cotton mill industry. The attitude of the government
is ethical rather than economical. The recommendations of
the Textile Enquiry Committee such as converting handlooms
either into powerloom wherever power is available or semi
automatic looms, the Integration of spinning mill with the
handloom industry, formation of the cooperations among the
weavers and disfavor of any expansion of the weaving part of
the organized mill industry, are some of the salient features
worth considering.
The target of the First Five Year Plan for both at hand-
loora production 1700 million yards and the mill production
1000 million yards has already been attained. The Plan
tacitly assumes that the quantity available for consumption
is the quantity actually consumed. In the year 1953, about
Rs 71 crores (about #150 million) worth of cotton cloth was
unsold and as a consequence two of the cotton mills closed
down. Lewis L. Lorwin, Economic Adviser to the International
Labor Office, said that "the textile industry may be de
scribed as suffering from over production in the sense that
114
the effective demand for textiles falls behind potential
productive capacity; from a social point of view it is an
Industry of underconsumption." Similarly the real trouble
of tbs Indian cotton textile Industry lies not in over pro
duction but for lack of purchasing power resulting in
underconsumption of textiles by the people. The per capita
consumption of cloth Is 14.77 yards as against 15-16 yards
in 1937-38. The per capita consumption of cloth In India
has never exceeded 18 yards. It is hoped considering the
various favorable factors such as monsoon, completion of
irrigation projects etc. that the per capita consumption of
cloth by 1960 will be 18 yards. The target for export,
according to the First Five Year Flan is 1,000 million yards
which has also been endorsed by Shri Kasturbhal Lalbhai, the
Indian textile delegate at Buxton conference In 1952. One
of the reasons for such a large export is to earn foreign
exchange. India has cultivated mostly short and medium
staple cotton and manufactured coarse and medium variety of
grey cloth. No doubt she profited In her export markets
particularly during the post interwar periods. The present
export cotton textile is larger in volume but smaller in
money value. It is high time for her to change her pattern
1
Lewis L. Lorwln, The World Textile Conference, op. clt.t
p. 35.
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of varieties of export trade such as fine, superfine, dyed,
printed finished goods to her export markets in order to en
rich the economy of the Industry and the country as a whole.
The Textile Enquiry Committee recognized the importance and
recommended thusly: "As the manufacturing changes are a
considerably larger fraction of the final cost in superfine
and fine goods as contrasted with coarse and medium goods
(where raw material costs are the larger element in costs)
it is obvious that we would earn a great deal more by exporting
fine and superfine varieties (after allowing for payments for
imports of cotton). Again in all categories, we would earn
a good deal more by exporting dyed, printed and finished goods
1
rather than gray goods." India is an underdeveloped country
and she has to depend upon other foreign countries for her
economic development. She has to import in the initial stages
a large scale of machinery, capital equipnent and other pro
ducer goods as well as consumer goods like food grain. In
order to import these requirements, the need and importance
of foreign exchange need not be overstressed.
The growth of the industry has been stunted due to lack
of rationalization process whereby the production will be
improved and maximized with a minimum of cost. Rationalization
will improve the productivity of labor which in turn will give
rise to higher standard of living and material welfare of the
1
The Textile Enquiry Committee, op. cit., p, 23.
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people. The cotton textile Industry Is undoubtedly the
mainstay of India1s economy although It has not stimulated
many subsidiary industries. The mill industry has over the
last hundred years devoted its time and improvement of Its
own defects rather than multiplication of other subsidiary
Industries. The cotton mill Industry has manufactured almost
the sane type of material, during this entire period. All
the cotton that the mills need is either produced domesti
cally or imported from abroad. If there is more demand for
cloth, these are only two possibilities - either to adopt
extensive and/or intensive cultivation of cotton acreage or
import a large volume of cotton from abroad. There is no
other methods at present to u&ke the variable factor (raw
material) better and more economical. It is hoped that the
recent textile institutes In India will evolve a process
where they create more employment. In the case of fixed
factors (the machineries and equipment) It is equally dis
couraging. The machinery and the equipment which the mills
have at present are mostly foreign. The Indigenous textile
machinery Industries are in the embroyonic stage. They have
neither sound capital nor technological skill available to
push the industry ahead. They, too, depend mostly upon the
foreign technological know how. The equipment that they
manufacture are unable to satisfy the mill owners standards
and requirements.
The cotton mill industry supplies yarn to the handloom
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and powerloom industries. In spite of this relationship
their position has not improved. All the so-called subsidiary
industries vtiicb depend upon the mill industry are not very
significant. Though they are termed as industries, they are
almost deprived of all the requisites (such as sound capital,
organized labor, wide market, proper entrepreneurship and
equipment) of an industry. In a word, the cotton textile
mill industry has not stimulated subsidiary industries worth
the nane relative to its magnitude both on the demand and
supply side. There are many contributing factors. Although
the main problem is that India is an underdeveloped country,
the material resources have not been fully tapped or assessed
so far. Since India is predominantly an agricultural country,
industrial and organizational ability are in the Initial
stages. In addition, there are other social factors such as
illiteracy of the people, the social set up (simple living
and high thinking), religious attitude (austerity and con
tentment of the present life ensures better life in the
future) which have arrested the progress of the economy of
the country. India is striving, however, to move in the
direction which is economically better for the majority of
the people* The Five Year Flans indicate such moves. We
1
"Most significant of all (subsidiary industries) Is the
establishment of the Tata Chemicals Ltd. at Mithapur, near
Fort Okha in Kathiwar, for the manufacture of heavy chemicals
like soda ash, bleaching powder, etc to be used in textile
and other industries." Tulsi Ram Sharrna, op. cit., p. 56#
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can only hope that the cotton textile Industry will have a
better future in the new economy*
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